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O&M TOA BY SERVICE BY APPROPRIATION

Army
Army
Army Reserve
Army Nationd Guard

Navy
Navy
Marine Corps
Navy Resarve
Marine Corps Reserve

Air Force
Air Force
Air Force Reserve
Air Nationa Guard

Defense-Wide and Other
Defense-Wide
Defense Hedth program
Emergency Response Fund, Defense
Former Soviet Union Threat Reduction
Office of the Inspector Genera
OPPLAN 34A-35 P.O.W.
Overseas Humanitarian, Disaster and

Civic Aid

Payment to Kah' olawe Idand

FY 1999
Actual
25,216.0
21,190.6
1,246.0
2,779.3

27,004.9
23,232.

2,675.4

970.3

126.6

27,068.3
22,075.
1,778.9

3,213.6

($in Millions)

Price Program FY 2000 Price Program

Growth Growth Egimate Growth Growth
+740.2 -2,405.5 23,550.7 +405.1 -128.4
+645.1 -2,916.4 18,919.3 +292.8 -88.4
+33.9 +190.5 1,470.4 +34.4 +16.6
+61.2 +320.4 3,161.0 +77.9 -56.6
+210.5 -809.5 26,405.9 +1,565.0 -870.2
+174.5 -815.6 22,591.5 +1,368.4 -659.7
+59.3 -22.2 2,712.4 +99.0 -105.8
-25.5 +18.8 963.6 +92.8 -95.5
+2.2 +9.4 138.3 +4.9 -9.2
+199.8 -1,617.8 25,650.3 +1,685.0 +343.8
+187.1 -1,610.8 20,652.1 +1,225.8 +469.1
+16.3 -21.9 1,773.3 +171.8 -59.3
-3.5 +14.8 3,224.9 +287.4 -66.0
+674.2 +6,910.9 30,956.7 +920.2 -1,439.8
+281.0 +219.4 11,880.6 +366.8 -327.4
+375.9 +419.0 11,320.0 +413.9 -1335
- -22.2 - - -
+5.3 +12.4 458.1 +6.9 -6.6
+4.7 +0.1 136.7 +4.9 +6.0
+0.0 +6.8 7.0 +0.1 -2.1
+1.2 -50.2 55.5 +0.9 +8.5
+0.3 +9.4 34.8 +0.5 -10.3

O&M TOA BY SERVICE BY APPROPRIATION

FY 2001
Egimate
23,827.5
19,123.7
1,521.4
3,182.3

27,100.7
23,300.

2,705.7

960.9

134.0

25.0



O&M TOA BY SERVICE BY APPROPRIATION

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
Qudlity of Life Enhancements, Defense 455.0 +5.5 -162.0 298.4 - -298.4 -
U.S. Court of Appedlsfor the Armed 7.2 +0.3 +0.1 7.6 +0.3 +0.7 8.6
Forces
Environmenta Restoration, Army* (369.6) - +376.2 376.2 +5.6 +8.1 389.9
Environmentd Restoration, Navy* (273.6) - +282.5 2825 +4.2 +7.3 294.0
Environmenta Restoration, Air Force* (371.2) - +374.9 374.9 +5.6 -4.2 376.3
Environmental Restoration, Defense- (25.1) - +25.2 25.2 +0.4 -2.2 234
Wide*

Environmental Restoretion, Formerly (225.0) - +238.0 238.0 +3.6 -55.0 186.5
Used Defense Sites (FUDS)*

Drug Interdiction And Counter-Drug (775.6) - +931.1 931.1 +16.8 -111.6 836.3
Activities, Defense*

Overseas Contingency Operations (5,661.0) - +4,308.4 4,308.4 +89.7 -297.5 4,100.6
Transfer Fund (OCOTF)*

Pentagon Renovation Transfer Fund 279.8 - -58.2 221.6 - -221.6 -
Total Obligational Authority 102,660.8 +1,822.0 +2,080.7  106,563.6 +4,575.3 -2,0945 109,044.4
Financing Adjustments 2,331.1 - - -1,702.4 - - 241.1
Total Budget Authority 104,992.0 - - 104,861.2 - - 109,285.5

Totals may not add due to rounding.

*Transfer Accounts. The FY 1999 data is non-additive. The Department transfers these program funds to other appropriations (primarily Operations and Maintenance appropriations)
where the Components manage, obligate, and expend the transferred funds for the purposes appropriated.

The amounts reflected in this Overview are expressed in Total Obligational Authority (TOA) terms, which includes Budget Authority (BA) and
financing adjustments. The previous summary table identifies the TOA by gppropriation within the Operation and Maintenance (O&M) Title
and a0 identifies the net financing adjuments. The FY 2000 financing adjustment of $1,702.4 million indudes contributions from dlied
nations for Defense burdensharing ($+210.0 million), receipts involving disposal, lease, or recovery of DoD facilities and red property ($+29.9
million), and restoration efforts a the Rocky Mountain Arsend and Kaho' olawe Idand ($+40.8 million). These financing adjustments are offset

O&M TOA BY SERVICE BY APPROPRIATION 2



O&M TOA BY SERVICE BY APPROPRIATION

by unobligated balances carried forward from the 1999 Emergency Supplemental Appropriations Act (P.L. 106-31) for Spare and Repair
Parts ($-550.0 million), Depot Maintenance ($-400.0 million), Overseas Contingency Operations Transfer Fund ($-544.3 million), Base
Operations and Recruiting and Advertisng ($-227.2 million), and payments to former prisoners of war ($-7.0 million). Also included are the
remaining unallocated balances carried forward from P.L 106-31 ($-254.7 million). The FY 2001 financing increase of $241.1 million is
primarily due to contributions for Defense burdensharing ($+215.0 million) and restoration efforts a the Rocky Mountain Arsend and
Kaho' olawe Idand ($+31.0 million) offset by unobligated baances carried forward for payments to former prisoners of war ($-5.0 million).
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OPERATION AND MAINTENANCE TITLE SUMMARY

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egtimate Growth Growth Egtimate
102,660.8 +1,822.0 +2,080.7 106,563.6 +4,575.3 -2,094.5 109,044.4

The Operation and Maintenance (O& M) funded programs play a key role in the defense strategies of Shape and Respond. In their day-to-day
missions, the Military Departments shagpe the internationa security environment in ways favorable to the U.S. interests. Especidly crucid are the
oversess deployments and superior capabilities of U.S. forces. America s military must dso be capable of responding effectively to crisesin
order to protect our nationa interest, demonstrate U.S. resolve, and reaffirm the role of the United States as a global leader. The U.S. forces
must be able to execute the full spectrum of military operations -- from deterring aggresson and coercion, to conducting concurrent
amdler-scae contingency operations, to fighting and winning mgor theater wars.

To fulfill these roles, U.S. forces must be prepared and ready to execute their combat missions decisvely. Resources dedicated to O&M
reflect the Department’s commitment to readiness. The Department’s firg-to-fight forces are the best in the world. However, some later
deploying forces are less ready and the intengity of operations has made readiness more difficult to sustain. To protect U.S. military excellence
and to reverse Signs of any degradation in readiness, the FY 2001 budget continues the sustained long-term increase in Defense funding begun in
last year’ s budget.

The funding amounts reflected in this Overview are expressed in Totd Obligationa Authority (TOA) terms. The term “TOA” includes Budget
Authority and financing adjusments (e.g., transfers from unobligated baances), which comprise the tota funding available for obligation in the
gopropriationsincluded in the O&M Title. The previous summary tables identify the TOA for the appropriations included in the O& M Title and
provide an explanation of the financing adjustments. The TOA for the O&M Title increases by $2.5 hillion from FY 2000 to FY 2001. This
increase is made up of $4.6 hillion for pricing changes including $1.4 billion atributable to higher fud costs and $2.1 billion (1.9 percent) of
program changes.

The TOA for the O& M Title decreases dightly between FY 2000 and FY 2001 as a percentage of the DoD portion of the National Defense
Function (051 function) reflected in the FY 2001 President’s budget request. In FY 2001, the O&M share of the Defense budget is
37.3 percent decreasing from 37.5 percent in FY 2000. The FY 2000 program for DoD includes the non-offset Emergency Supplementa
request of $2.3 hillion for contingency operations in Kosovo and East Timor, for the Foreign Emergency Support Team aircraft, for DoD’s
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OPERATION AND MAINTENANCE TITLE SUMMARY

share of Plan Colombia, and for repairs to buildings damaged from Hurricane Floyd. Approximately $2.2 hillion of this Emergency
Supplemental request is funded in the gppropriationsincluded in the O&M Title.

The following provides a summary of the pricing changes affecting the O&M appropriaions and the significant programmeatic changes in the

FY 2001 budget request for the O&M Title compared to the current FY 2000 funding level. A summary of the functiond transfers into and
out of the O& M gppropriaionsisincluded at the end of this Summary section.

PRICE GROWTH

Price growth reflects the additional cost of executing the previous year’ s program at the next year's prices. In generd, price growth amounts are
esimated by gpplying price change rates to amounts budgeted for various commodity groups (i. e, civilian pay, Working Capitd Fund
purchases, medical supply purchases, general nonpersonnel purchases, etc.). Rates used for the mgor commodity groups follow:

For civilian pay, the FY 2001 price growth is based on annudization of FY 2000 locdity pay raises for classified and wage board employees,
which were effective January 1, 2000, and the portion of the FY 2001 pay increases scheduled to become effective January 1, 2001. It dso
provides for foreign nationa employee pay raises at the rates the host country provided its public sector personnel. For FY 2000, the budgeted
pay raise increase is 4.8 percent for classfied and wage board employees and is effective January 1, 2000. For FY 2001, the budgeted pay
raiseincreaseis 3.7 percent for classfied and wage board employees and is effective January 1, 2001.

Consgtent with Office of Management and Budget (OMB) direction, the generd non-personnel purchases rate is 1.5 percent in FY 2001

Fud purchase prices from the Working Capital Fund reflect a 25.3 percent decrease in FY 2000 and an average increase from the FY 2000
price of 62.9 percent in FY 2001. With these rates, Working Capital Fund customers pay an average cost per barrel of $26.04 in FY 2000
and $42.42 in FY 2001. The FY 2001 customer fuel prices are set based on revised estimates of fuel purchase inflation provided by OMB and
recovery of redlized and expected losses through the end of FY 2000.

Other Working Capital Fund rates change by business area and vary from year to year. The following list of FY 2001 rate changes represent
those business areas that account for the vast mgority of ordersfrom O&M customers. Army Managed Supplies and Materids (-4.2 percent),
Navy Managed Supplies and Materids (+15.5 percent), Air Force Managed Supplies and Materias (+6.4 percent), Defense Logistics Agency
(DLA) Managed Supplies and Materias (+4.5 percent), Navy Equipment Purchases (+15.5 percent), Army Depot Systems Command -
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Maintenance (+7.1 percent), Nava Aviation depots (+14.3 percent), Naval Shipyards (+2.5 percent), Depot Maintenance Air Force - Organic
(+12.5 percent), Army Armament (+3.6 percent), and Army Information Services (-27.0 percent).

The FY 2001 budget estimate for overseas purchases assumes foreign currency exchange rates consstent with market conditions in late 1999.
The foreign currency rates improved during FY 1999 when compared to the budget rates for FY 1999 and FY 2000. As aresult, Congress
revised the FY 2000 rates during the FY 2000 budget ddliberations to reflect increased purchasing power of the dollar. The FY 2001 rates
reflect a further incresse in the purchasing power of the U.S. dollar against most European. The three countries in which the DoD Components
have their largest presence are Germany, Japan, and South Koreg; it isin these countries that the largest amounts of foreign currency purchases
are made. Compared to the German Deutsche Mark (DM), the U.S. dollar improved by 5.2 percent in value, from 1.8549 DM per U.S.
dollar in FY 2000 to 1.9521 DM in FY 2001. For the Japanese Y en, the buying power of the dollar declines by 8 percent from 111.67 Yen in
FY 2000 to 102.67 Yen in FY 2001. Likewise, the U.S. dollar declines in value compared to the Korean Won by 4 percent, moving from
1,199.1 Won in FY 2000 to 1,149.8 Won in FY 2001. To compensate for the overal increase in the buying power of the U.S. dallar, the
Services FY 2001 accounts were reduced by $274.4 million.

PROGRAM GROWTH

The FY 2001 budget request for the O&M Title continues to support high levels of readiness. The following indicators reflect planned
operating tempo (OPTEMPO) rates for FY 2001 and do not include operating tempo associated with contingency operations. The Active
Army budget request supports objective OPTEMPO rates of 800 home gtation training miles per year for M1 Abrams tanks and an average of
14.5 flying hours per aircrew per month. The Active Navy steaming days continue to be funded at the planning level of 50.5 days per quarter
for deployed fleets and 28.0 days per quarter for the non-deployed fleets. Further, active nava tactica air primary misson readiness (PMR)
rates increase dightly from 22.3 to 22.9 tacticd flying hours per month per aircrew. Active Air Force tectical fighter aircrew flying hour rates
decline dightly from 17.2 to 17.1 flying hours per pilot per month and bomber crew OPTEMPO rates decline from 15.8 to 14.8 hours per crew
per month. Ground OPTEMPO for the Army National Guard is funded at 98 percent of validated requirements. The Army Nationa Guard
flying hour program of 9.2 hours per crew per month is fully funded.

The FY 2001 budget request for the Overseas Contingency Transfer Fund (OCOTF) reflects a net program reduction of $297.5 million.
However, the true program reduction in OCOTF-funded contingency costs is $649.8 million since the FY 2000 OCOTF estimate excludes
$352.3 million included in the Services Military Personnd gppropriations for Bosniaand Southwest (SWA) operations. The FY 2001 request
of $4.1 billion includes requirements for both O& M and Military Personnd funded activities in the OCOTF in order to provide the Department
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with the flexibility to adjust to dynamic changes in operationd reguirements as events unfold during the year of execution. In line with this
approach, the FY 2000 non-offset Emergency Supplementd request for Kosovo and East Timor aso identifies both the O&M and military
personne requirements in the OCOTF account. The FY 2001 President’s budget includes $1,387.7 million to support a U.S. troop level of
4,600 in Bosnia, which reflects the decision to reduce troop levels from 6,200 to 4,600 by April 2000. The budget request adso includes
$1,058.5 millionin FY 2001 for continued levels of activity in Southwest Asa (SWA) for forces deployed to the area of responshility (AOR)
to counter potentid aggresson by Irag, continue enforcement of the no-fly zones in Irag, and support the maritime intercept force. The
FY 2001 request assumes a steady-state force level based on the force Structure in place at the end of FY 1999. Funding requested for
Kosovo in FY 2001 totals $1,650.5 million and is based on a continued troop level in Kosovo of about 6,200.

Air Operations programs include a net program reduction of $682.6 million. Over $250 million of the program decrease occurs in the Navy
with sgnificant reductions in Flight Operations and Depot Maintenance. This reflects force structure changes and reduced standard depot level
maintenance actions, engine overhauls/repairs, and other maintenance actions. The Air Force programs decrease by approximately $150 million
in the active, reserve, and guard forces primarily to due to reduced flying hours and projected reductions in the usage of spares and repair parts,
offset by the transfer of aeromedica evacuation responsbility from the Defense Health Program ($-60 million). The Army programs decrease
by over $200 million in the active, reserve, and guard forces primarily attributed to the implementation of the logigtics policy changes, which
restructures cogts but has no effect on Army air operations.

Land Forces programs reflect a program increase of $24.3 million and net functiond transfers out of $6.6 million. This reflects the Army’s full
funding of OPTEMPO requirements of 800 home station miles for ground OPTEMPO. The program increase is primarily attributed to the
implementation of the logistics policy changes ($27.5 million). The Marine Corps programs show a et decline due largdly to reductions in the
Initia Issue program ($-49.2 million), which restructures costs but has no effect on Army land operations.

Ship Operations programs reflect a net program reduction of $552.2 million, which indudes the functiond transfer of Submarine Refueling
Overhauls and associated advanced planning to the Shipbuilding and Conversion, Navy appropriation ($-233.0 million). Mot of the program
reduction is associated with fewer submarine and surface depot overhauls scheduled for FY 2001 and changes in the scope of other ship
maintenance efforts.

The Depot Maintenance programs reflect a net program decrease of $724.3 million. The most Sgnificant changes to the program are
associated with functiond transfers and reduced requirements in the Navy's program. The Navy's program decrease of more than
$682.5 million results from trangferring funds for one Submarine Refueling Overhaul (SRO) and advanced planning for two additiond overhauls
from the O&M Title to the Shipbuilding and Conversion, Navy appropriation ($-233.0 million) of the Procurement Title, performing two fewer
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submarine and two fewer surface depot overhauls and reducing the scope of the remaining maintenance efforts ($-262.5 million); and a
sgnificant reduction to the requirement for Standard Depot Level Maintenance (SDLM) repairs, engine overhauls, and other maintenance
actionson navd aircraft ($-194.8 million).

Mohilization programs reflect a net program increase of $54.7 million. The Air Force accounts for the mgjority of this program increase, which
reflects adjustments to the Airlift Operations, Command, Control, Communications and Intelligence (C3l), Preparedness for War Readiness
Materidl, and the Airlift Readiness programs. These increases are partialy offset by decreases to the Army’s Prepositioned Stocks program
and the Navy’ s completion of two nuclear cruiser inactivations.

Transportation programs reflect a net program decrease of $70.5 million €5.3 percent). The most dgnificant changes are in the Army
($-78.4 million) and Defense-Wide activities ($15.3 million). The Army’s decrease primarily reflects reduced war reserve equipment
redistribution efforts associated with the 8" Brigade set as well as reductions in the movement of training ammunition. The reduction in the
Defense-Wide activities primarily reflects a 30 percent manday reduction to the Chairman of the Joint Chiefs of Staff (CJCS) Exercise Program.
These increases are partialy offset by anet $4.7 million increase to the Guard and Reserve programs primarily for the Army Nationd Guard to
support increased unit training a the Nationd Training Center at Fort Irwin, Cdifornia

Training and Education programs include net program growth of $57.6 million and net functiond transfers into the training account of
$89.4 million primarily from the Operating Forces (Budget Activity 1) of the Operation and Maintenance, Army gppropriation to fund training
development for the Advanced Warfighting Experiment ($74.3 million). Much of the program increase is for additiond flight training, red
property maintenance, and base operations support.

Recruiting programs reflect a net program growth of $39.1 million, and the FY 2001 Advertisng programs reflect a net program decrease of
$31.6 million from the FY 2000 enhanced levels. The Recruiting and Advertisng program includes various recruiting initiatives to field more
recruiters and provide them with better training, communication, adminisirative support and enhanced quality-of-life.

The Defense Environmental Restoration Program declines programmatically by $46.1 million (3.5 percent). This program decrease results from
an FY 2000 congressiond increase to the Formerly Used Defense Sites (FUDS) that is not continued into FY 2001.

The Red Property Maintenance (RPM) program reflects a net increase in program of $41.8 million. The Navy, Air Force, and Defense Hedlth
Program have increased the funding in the RPM program by over $340 million. These increases are patialy offset by a one-time congressiona
add of $300 million to the Quality-of-Life Enhancements, Defense account in FY 2000 that is not extended into FY 2001.

OPERATION AND MAINTENANCE TITLE SUMMARY 8
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Base Operations Support (BOS) programs reflect a net program decrease of $83.3 million (0.6 percent), which includes a net increase of
$100.3 million for trandfers into the O&M gppropriations primarily from the Services Military Personnel gppropriations for potentia studies
related to DoD’s contracting out initistives. The net program reduction is primarily atributed to savings resulting from outsourcing and
privetization efforts.

The Defense Hedlth Program (DHP) reflects a net program reduction of $133.5 million. Mog of this decrease is the result of one-time
congressiona adds to FY 2000 that are not extended nto FY 2001. The FY 2001 budget request includes funds for significant new
requirements in the DHP for both FY 2000 and FY 2001. These include in-house pharmacy, fact-of-life changes in the Managed Care
Services (MCS) contracts and a new congressiond requirement for custodia care. To finance the increased requirements in FY 2000, the
President’s Budget request reflects a FY 2000 reprogramming program of $256.7 million into the DHP O&M budget activity -- $228.2 million
from the Services and $28.5 million from the DHP Procurement budget activity. Based on the revised FY 2000 funding levd, the FY 2001
Presdent’s Budget adds funding for two new benefits for active duty family members. (1) $30 million to expand TRICARE Prime Remote to
improve access to hedlth care and lower out-of-pocket codts for active duty family members who do not live near military trestment facilities
and (2) $50 million to diminate co-paysfor dl active duty family members enrolled in TRICARE Prime.

The DoD Counterdrug (CD) program, which is funded through the Drug Interdiction and Counterdrug Activities, Defense appropriation, reflects
a net program decrease of $111.6 million. Mog of this reduction is dtributable to one-time congressona adds to FY 2000 that are not
extended into FY 2001 and one-time costs for the counterdrug Forward Operating Location in Manta, Equador that is included in the Plan
Colombia supplementa appropriations request for FY 2000.

FUNCTIONAL TRANSFERS

The following table summarizes the mgor functiond realignments affecting the O&M Title, included in the preceding discusson on program
changes.
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Function/Activity

Over seas Contingency. The Department transferred dl of the Services military personnd costs supporting
overseas contingencies to the Overseas Contingency Operations Transfer Fund in order to provide the
Department with the most flexibility to adjust to dynamic changes in operationa requirements as events unfold
during the year of execution.

Military to Civilian and A-76 Conversions. The Air Force transfers funds from their Military Personnel
gppropriation to support competition and privetization initiatives.

SikesAct. A trandfer in from Base Redignment and Closure appropriation to implement the Integrated
Natura Resource Management Plan by November FY 2001 as required by the Sikes Act.

Other Transfers-In. Reflectsthetotd of smaler transfersinto O& M for various reasons.

Information Technology. Transfer of funding for information technology programs from the O& M title to the
Components Procurement and Research, Development, Test and Eva uation appropriations.

Submarine Engineered Refueling Over hauls (EROs). Trandfer of submarine refuding overhauls and
advanced planning for future overhauls to the Shipbuilding and Conversion, Navy gpproprigtion.

Barracks Upgrade Program. A transfer to the Military Congtruction, Army gppropriation to fund
construction requirements associated with the Barracks Upgrade.

Food Service Regionalization. Transfer from the Marine Corps Base Support program to the Military
Personnd, Marine Corps appropriation in order to implement a new way of operating its mess hdls.

Engineering and Installation Realignment. Transfer from the 38" Engineering and Ingtdlation Wing to the
Procurement Title to minimize the use of O&M funds for centraly managed programs.

Other Transfers-Out. Reflectsthetotd of smdler transfers out of O& M for various reasons.

Net Transfers

OPERATION AND MAINTENANCE TITLE SUMMARY

($in Millions)
Transfer In  Transfer Out
+734.8 -785.2
+352.3
+329.5
+19.9
+33.1
-401.7
-233.0
-65.0
-36.7
-28.4
-20.4
-50.4
10



ARMY

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
21,190.6* +645.1 -2,916.4 18,919.3 +292.8 -88.4 19,123.7
* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund, Drug Interdiction and Counterdrug Activities, Defense, and Environmental Restoration,
Army).

The Operation and Maintenance, Army (OMA) appropriation provides for the day-to-day operations of units, schools and power projection
platforms, which in combination support a strategically reedy force -- aforce of decision -- the United States Army. The OMA appropriation
contributes to readiness by supporting tough, redidtic training; providing for improved maintenance of equipment and facilities; and providing
the highest possble quaity-of-life for soldiers and their families. The FY 2001 budget aso includes funding to support the Army’s
Transformation. These resources will dlow the Army to produce a combat-ready “interim-brigade” equipped with medium-weight systems,
enroute to an “objective force” equipped with systems yet to be determined. The FY 2001 budget request of $19,123.7 million includes a
price growth of $292.8 million and a net program decrease of $88.4 million (0.5 percent). These funds support the following mgor categories
of mission operations.

Operating Tempo (OPTEMPO): The Army’s ground OPTEMPO and flying hour programs have been funded to fully support readiness godls.
The FY 2001 budget request supports a ground OPTEMPO program of 800 home station training miles per year for the M1 Abrams tank and
an average of 14.5 live flying hours per aircrew per month for the Active Component. In sdected units, ground OPTEMPO miles include live
as wdl as a smdl number of Close Combat Tacticd Trainer (Smulator) miles. The Operation and Maintenance, Army budget will support 9
Active Component (and 1 National Guard) brigade rotations through the Nationd Training Center, 9 Active Component (and 1 Nationa
Guard) brigade rotations through the Joint Readiness Training Center, and 5 Active Component brigade rotations through the Combat
Maneuver Training Center. Additiondly, 6 Active Component divisons and 3 Active Component corps staffs (which includes 1 Command and
Generad Staff College (CGSC) Prairie Warrior Exercise, a Corps Battle Command Training Program equivalent) will participate in the Battle
Command Training Program.

Inditutiona Training and Recruiting: The FY 2001 budget request provides funding to support three priorities. man the force, train the force
(indtitutiona training), and grow |eaders for the 21 Century. To set the conditions for success in manning and readiness, the Army must recruit
quaity soldiers now and in the future. The Secretary of the Army’s recruiting initiatives target three gods (1) upgrading the recruiting sdes
force, (2) geographic postioning of the sales force, and (3) repogtioning the Army. Upgrading the recruiting sales force will ensure that the
Army evauate, sdlect, and equip the best sales force possble. Geographic postioning of the sdles force will focus on the best “virtud” and
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geographic pogtion for the recruiting force in order to maximize effortsin premium markets and explore growth opportunities. Repositioning the
Army initiatives will expand recruiting incentives for potentid enlistees. In order to fill force structure language requirements, the FY 2001
budget request provides additiond funding for the Defense Language Ingtitute Foreign Language Center, which will increase the number of
students and update curriculum and testing materias. The Army continues to face chalenges in the flight-training arena.  In order to combat the
underaccession of pilotsin previous years, the FY 2001 budget request provides additiona funding for Hight Training. Additiond Initia Entry
Rotary Wing training seats are required to ensure meeting the force structure requirements. In an effort to grow leaders for the 21% Century, the
Army will expand information technology efforts in support of the Nationa Defense Universty by modernizing the research and technica
capabilities. To develop the civilian leaders of the future, the FY 2001 budget request provides additiona funding for the Army’s Civilian
Training and Education Sysem (ACTEDS). This will enable the Army to train civilian interns within career program specidties as the current
workforce grows older and retires.  All of these indtitutiond training and recruiting programs support the Army’s efforts to recruit, train, and
grow the best leaders for the future.

Mobilizetionr The Army’s Strategic Mobility Program (ASMP) remains the cornerstone of the Army’s deployment capability. Within the
ASMP program, the FY 2001 budget request supports 17 ships and continues to fund the requirement associated with the trandoad of
equipment from the interim Large Medium Speed Rdll-On

333 Roll-Off Ships (LMSRs) to the new build LMSR ships. The Army is realigning and consolidating prepositioned stocks on land, consistent
with the Globa Prepogtioning Strategy. As part of this redignment, the Army is moving prepostioned stocks between thesters to better
support the force structure requirement.  The deployment outload initiatives will continue in FY 2001, but at a reduced levd to reflect the
program nearing its end Sate.

Quality-of-Life: Criticd to mantaining readiness is providing consgtent high qudity-of-life (QOL) throughout the Army, which includes
adequate housing and support facilities, promoting soldier and family self-reliance, resiliency, and stability through various support services. The
benefits from such services are high soldier retention and readiness levels. Essentid morale, wdfare, and recregtion programs must be
maintained a a condstent leve for the benefit of our soldiers and their families. In order for the Army to continue to attract and retain quaity
soldiers, QOL issues must be kept a the forefront because they are vitdl to our soldiers morale, commitment to the Army, and to overdl
readiness. The FY 2001 budget request meets the god of funding Child Development Programs to provide service for 65 percent of the child
care demand. This budget aso provides additiond funding for the Family programs to support Youth Services Program initigtives. The
FY 2001 budget request of $1,429 million for Red Property Maintenance will fund focused initigtives of barracks upgrades, utility
modernization, facilities reduction, and strategic mohility and will fund 65 percent of newly caculated sustainment requirements. This caculation
is based on anew methodology using industry standard cost factors and more detailed facility data to obtain a more accurate requirement. The

ARMY 12



ARMY

budget request also funds Base Operations Support at 96 percent of requirements, which enables ingtallation commanders to provide essentia
support services and minimize migration of resources into base operations from misson programs during execution.

Fadilities The posts, camps, and gtations provide the platform needed to train and launch today’s power projection Army. The FY 2001

budget ensures this platform will be fully operationa by funding key base support components to include communications, engineering and public
works, and minor repairs and maintenance.

Budget Activity 1: Operating For ces

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egtimate Growth Growth Egimate
11,439.3 +379.4 -2,473.1 9,345.6 +111.4 +124.1 9,581.1

The FY 2001 budget request of $9,581.1 million for the Operating Forces budget activity supports the requirements for three activity groups.
Land Forces, Land Forces Readiness, and Land Forces Readiness Support. These resources finance the day-to-day operations of the Army’s
active forces and support the combat units readiness training activity levels. The Land Forces activity group provides resources for digtinct
facets of the operating forces (e.g., divisons, corps combat forces, and echelon above corps forces) and specid force related training activities
(i.e, Combat Training Centers (CTCs)). The Land Forces Readiness activity group supports key activities essentid to operational readiness,
such as depot maintenance, participation in joint exercises, and combat development. And lastly, the Land Force Readiness Support activity
group provides for infrastructure maintenance and support, management headquarters, unified command support, and specid activities of the
operating forces.

The FY 2001 budget request increases by $235.5 million above the FY 2000 funding level. Thisincludes a price increase of $111.4 million and
anet program growth of $124.1 million (1.3 percent). Mgjor program changes between FY 2000 and FY 2001 indude the following:

0 A trandfer in of $23.8 million ($2.3 million from the Operation and Maintenance, Army Reserve gppropriation and $21.5 million from

Budget Activities 3 (Training and Recruiting) and 4 (Administration and Servicewide Activities)). This transfer properly reflects the merger
of the Army’ swholesdle and retail stock funds and retail misson to the Army Materid Command.
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A transfer in of $19.9 million from Base Redignment and Closure gppropriation to implement the Integrated Natura Resource Management
Plan by November FY 2001 as required by the Sikes Act.

A transfer in of $10.6 million from Budget Activity 4 (Adminigtration and Servicewide Activities) to dign al resources associated with base
operations and communication support for the Army Signd Activity — Military Didtrict of Washington into asingle budget activity.

A transfer out of $65.0 million to the Military Congtruction gppropriation to fund congtruction requirements associated with the Barracks
Upgrade Program.

A transfer out of $74.3 million to Budget Activity 3 (Training and Recruiting) to properly dign resources for the training development for the
Advanced Warfighting Experiment.

Anincrease of $70.1 million in training and associated unit maintenance to fully support a planned ground OPTEMPO of 800 home station
M1 tank miles and an average of 14.5 live flying hours per crew per month for the Active Component. The increase is primarily attributed
to the implementation of the logigtics policy changes (eg., credit policy change), demand changes in repairable and consumable parts and
supplies, variations in norma cyclicd rotations by OCONUS units to the Joint Readiness Training Center, force sructure changes, and
added contractor support to CTC prepositioned fleets.

An increase of $12.8 million to properly fund the Integrated Training and Management (ITAM) program a the minimum required leve to
sugtain land and other natura resources for live training.

Anincrease of $5.2 million for field food service equipment to replace 1950's mogas fudled kitchen burners with modern burner units.

An incresse of $27.8 million to the Advanced Warfighting Experiment (AWE) program to support the digitized capstone exercise (DCX)
and other digitized efforts.

Anincrease of $38.2 million for depot maintenance (combat vehicles) to overhaul additiona M1A1 tanks (AIM XXI Program) and M-88
recovery vehicles.

Anincrease of $7.0 million for additional depot overhauls and repairsto CH-47D, AH-64A and UH-1 helicopters.

An increase of $14.7 million for depot maintenance to implement sustainment-type software changes to the All Source Andysis System
(ASAYS), the Multiple Launch Rocket System (MLRYS), and the Forward Observation System (FOS).

An increase of $66.7 million for the implementation of the Army’s Transformation. Funds will support the objective force -- a force that
embodies the mobility and decisve warfighting capabilities of today’ s mechanized forces and the strategic responsveness of light forces.

An increase of $61.8 million for base operations support that enables Army ingalations to provide minima essential base operations
support and minimize the risk of migration of funds from misson programs during execution.

Anincrease of $32.1 million to fund additiona force protection in both Europe (USAEUR) and Korea (EUSA).

ARMY 14



ARMY

An increase of $79.5 million for red property maintenance to dow the growth of the criticad maintenance backlog and support 65 percent of
the newly calculated sustainment requirement, which is based on industry standard for replacement cost of standard components over the
life expectancy.

Anincrease of $77.0 million for the Barracks Upgrade Program (BUP), which will alow the Army to reach the 1+1 god by FY 2008.

A decrease of $17.7 million in the Soldier Modernization program, reflecting a decrease to centra funding and fielding (CFF) commensurate
with programmed completion dates of selected fieldings.

A decrease of $9.6 million for Active Component Support to Reserve Components for Title X1.

A decrease of $14.7 million for contractor logistics support (CLS) for maintaining fixed wing aircraft due to a one-time increase in FY 2000
for start-up costs associated with the C-37 aircraft.

A decrease of $26.5 million for reduced Mobile Subscriber Equipment (MSE) communications program overhaul costs and reductions to
severa missile ground communications systems/other maintenance commodities.

A decrease of $39.0 million representing savings redized through A-76 competition in FY 1997, FY 1998, and FY 1999 (through
outsourcing or establishing aMog Efficient Organization (MEO) a the ingdlation(s)).

A decrease of $18.1 million for Utilities Modernization due to a completion of the hegting plant ingdlation project a Ft. Wainwright in
FY 2000.

A decrease of $46.6 million represents the difference between the initid gart-up costs in FY 2000 and the sustaining costs in FY 2001 for
the Weapons of Mass Destruction program.

A decrease of $100.0 million reflects a one-time congressiond increase in FY 2000 for the Army’s New Vision plan.

Budget Activity 2: M obilization

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egtimate Growth Growth Egimate
584.6 +26.0 -7.3 603.3 -2.8 -73.6 526.9

The FY 2001 budget request of $526.9 million for the Mobilization budget activity provides funding for the Strategic Mobilization misson in
support of crigs response through the prepositioning of equipment, the rapid deployment of CONUS based forces, and sustainment of industria
base preparedness.
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The FY 2001 budget request declines by $76.4 million below the FY 2000 funding level. This includes a price decrease of $2.8 million and a
net program decrease of $73.6 million (12.2 percent). Magor program changes between FY 2000 and FY 2001 indude the following:

7 An increase of $7.1 million for Army Prepositioned Stocks (Non-Ammunition) in Southwest Asia to support equipment requirements
associated with the redigtribution of adivision base from Central Europe to Qétar.

0 Anincrease of $5.7 million for Army Prepositioned Stocks (Non-Ammunition) in the Pecific to support additiond maintenance on an
Armored Brigade Set in Korea.

0 Anincrease of $7.8 million for Indugtrid Mohilization Capacity (previoudy known as Unutilized Plant Capacity) to stabilize the overheed
rates primarily at Watervliet Arsend.

0 A decrease of $83.7 million reflects a one-time congressond increase in FY 2000 for Spares and War Reserve Materia at various
locations.

0 A decrease of $7.7 million reflects reduced maintenance and repair for the deployment outload program as the program reaches an end
state.

Budget Activity 3: Training and Recr uiting

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
3,238.6 +73.9 -18.3 3,294.2 +79.5 +79.9 3,453.6

The FY 2001 budget request of $3,453.6 million for the Training and Recruiting budget activity supports funding requirements for three Activity
Groups. Accesson Training, Basic Skill and Advanced Training, and Recruiting and Other Training and Education. These resources provide
the cornerstone for the Army’ s ability to attract, recruit, and produce atrained force to meet the Army’s mission.

The FY 2001 request increases by $159.4 million above the FY 2000 funding level. This includes price growth of $79.5 million and a net
program growth of $79.9 million (2.4 percent). Magor program changes between FY 2000 and FY 2001 include the following:
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A trandfer in of $74.3 million from Budget Activity 1 (Operating Forces) to properly dign resources for the training development for the
Advanced Warfighting Experiment.

A transfer out of $10.5 million to the Research, Development, Test and Evduation, Army approprigtions for Army Recruiting Information
Support System to conform with recent clarification of DoD Information Technology (IT) budgeting policy concerning the proper use of
fundsfor IT systems.

A transfer out of $20.9 million to Budget Activity 1, Operating Forces to reflect the merger of Army’s Single Stock Fund under the Army

Materiedl Command.

A transfer out of $9.9 million to Budget Activity 4 (Adminigtration and Servicewide Activities) to consolidate Civilian 1liness and Injury
Compensation into one budget activity.

A transfer out of $2.9 million to the Operation and Maintenance, Defense-Wide gppropriation to centraize the management of the Defense
Leadership and Management Program (DLAMP) by the Defense Human Resources Activity.

An increase of $57.3 million for flight training to fund increased training seets to meet force structure requirements.

Anincrease of $93.0 million for recruiting and advertisng in order to support the Army’s recruiting initiatives to upgrade the recruiter sales
force, improve geographic positioning of the sales force, and expand recruiting incentives.

An increase of $7.4 million for the Defense Language Indtitute Foreign Language Center to increase the studentload and update language
curriculum.

An increase of $24.9 million for base operations support to provide minimal essentia base operations support.

An increase of $10.7 million for the Army Civilian Training, Education, and Development System for additiond interns to fill anticipated
vacanciesin critical Army civilian career programs.

An increase of $3.5 million for the Nationd Defense University to establish the Near East South Asa Center for security studies.

A decrease of $39.4 miillion for training support systems to properly balance overdl Army priorities.

A decrease of $24.9 million for recruiting and advertising to reflect one-time funding increase in FY 2000.

A decrease of $12.5 million for Senior Reserve Officers Training Corps (SROTC) due to one time costs funded in FY 2000 for the
Alternate Staffing Concept program.

A decrease of $6.8 million associated with a one-time congressiond increase in FY 2000 for Chicago Junior Reserve Officers Training
Corps (JROTC).

A decrease of $35.9 million for Advanced Warfighting Experiment program to properly balance overdl Army priorities.

A decrease of $16.1 million from A-76 savings associated with reduced personnel costs due to outsourcing and overdl ingtalation
efficiencies.
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0 A decrease of $14.0 million for utility modernization due to a completion of the Ft. Leonard Wood project in FY 2000.

Budget Activity 41 Administration and Servicewide Activities

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egtimate Growth Growth Egimate
5,928.2 +165.8 -417.8 5,676.2 +104.7 -218.7 5,562.2

The FY 2001 budget request of $5,562.2 million for the Administration and Servicewide budget activity supports funding requirements for four
Activity Groups. Security Programs, Logistics Operations, Servicewide Support, and Support of Other Nations. These activity groups provide
resources for the administration, logistics, communications, and other Servicewide support functions for Army forces worldwide.

The FY 2001 request decreases by $114.0 million below the FY 2000 funding level. This includes a price growth of $104.7 million and a net
program decrease of $218.7 million (3.8 percent). Mgor program changes between FY 2000 and FY 2001 include the fallowing:

O

A transfer out of $181.0 million to the Other Procurement, Army and Research, Development, Test and Evaduation (RDT&E), Army
aopropriations to realign funding for Information Technology (IT) Systems in order to conform with recent clarification of DoD IT budgeting
policy.

A transfer out of $21.5 million to the Other Procurement, Army appropriation to support the Outside Cabling and Rehatilitation (OSCAR)
communication upgrade and modernization program.

A trandfer out of $10.6 million to Budget Activity 1 (Operating Forces) to dign dl resources associated with base operations and
communication support for the Army Signa Activity —Military Digtrict of Washington into a Sngle budget activity.

A transfer out of $10.0 million to the Environmental Restoration gppropriation to centralize al resources associated with the collection and
tracking of information, inventories, and appropriate response actions for unexploded ordnance in the Environmental account.

Anincrease of $26.5 million to security programs for Defense Security Service (DSS) Personnel Security Investigations.

An increase of $16.8 million in logigtics support for the Nationa Maintenance Management Program. Under this program, supply inventory
will be managed nationaly and requirements will be established based on the naiond need by a centrd provider, the Army Materie
Command (AMC).
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An increase of $16.9 million in servicewide communications for Public Key Infrastructure to provide a solid foundation for critica
information assurance capabilities ($11.4 million) and Information Assurance for network security improvements ($5.5 million).

An increase of $18.9 million for Defense Finance and Accounting Service support due to capitdization of finance and accounting operations
a U.S. Army Europe and increased cogts resulting from the delay in the implementation of the Defense Trave Service (DTS) throughout the
Department of Defense,

Anincrease of $20.2 million for Pentagon Information Technology Services.

An increase of $49.4 million for base operations support thet enables Army ingalations to provide minima essentia base operaions
support and minimize the risk of migration of funds from misson programs during execution.

A decrease of $66.6 million in second degtination transportation to balance overdl Army’ s priorities.

A decrease of $44.4 million in end item materiel management as aresult of aone-timeincreasein FY 2000.

A decrease of $24.0 million in anmunition stockpile management to balance overdl Army priorities.
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($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
23,232.6* +174.5 -815.6 22,591.5 +1,368.4 -659.7 23,300.2

* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund, Drug Interdiction and Counterdrug Activities, Defense, and Environmental Restoration,
Navy).

The Operation and Maintenance, Navy (O&M,N) appropriation finances the day-to-day costs of operating nava forces, including fud,
supplies, and maintenance of ships, Navy and Marine Corps arcraft, related wegpon systems, and the support establishment ashore.  The
primary focus of the Department’s FY 2001 budget is to continue to ensure the readiness of deployed forces. These resources will dlow the
Department to achieve our readiness gods for ship and aircraft operations and depot maintenance.

The FY 2001 estimate of $22,300.2 million includes a price increase of $1,368.4 million. This price increase primarily results from increase in

fuel costs ($595.7 million), changes in Working Capitol Fund (WCF) rates ($494.1 million), civilian pay raises ($146.4 million) and generd
inflation changes ($134.4 million). This budget reflects overal program decreases of $659.7 million (-2.8 percent).

Budget Activity 1: Operating For ces

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egtimate Growth Growth Egtimate
16,297.3 +14.2 -169.0 16,142.5 +1,173.5 -623.3 16,692.7

The Operating Forces budget activity funds the Navy's air operations, ship operations, combat operations/support, and weapons support.
Included in this budget activity are the costs associated with operating Navy shore bases to support these missons. Also included are the funds
required to maintain combat ready forces necessary to respond to nationd objectives in joint, naval and combined operations. It supports the
forward presence and crisis response capabilities of the Nationa Military Strategy.
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The FY 2001 budget request of $16,692.7 million includes price growth of $1,173.5 million, and net program decreases of $623.3 million
(-3.8 percent). Mgor program changes include:

0 Net functiona transfers out of $153.6 million comprised of a redignment of $233.0 million to the Shipbuilding and Conversion, Navy
gopropriation for submarine Engineered Refuding Overhauls (EROs).  This trandfer is being made in recognition that the overal
complexity of a refuding overhaul and the opportunity for sgnificant modernization represents an investment rather than a periodic
maintenance effort. Also includes transfers of $4.5 million to the Overseas Contingency Operations Transfer Fund and $1.1 million to
the Other Procurement, Navy appropriation for 1T-21 hardware requirements and $1.5 million to the Research Development Test and
Evauation, Navy gppropriation for IT development. Trandfersin include $58.4 million for the operation of the U.S.S. John F. Kennedy
(CV-67) from Reserve to Active status to meet forward presence requirements and stabilize ship rotation schedules, $5.5 million to
consolidate funding for the Explosive Safety Program in the Nava Ordnance Center; and a transfer of $6.3 million from the Operation
and Maintenance, Defense-Wide gppropriation for cryptologic operations and equipment mai ntenance.

1 Air Operations decreases overal by $253.6 million. Mgor changes include a reduction due to higher rdiability of components and
reduced requirements for spare parts and maintenance in the Flying Hour Program ($-64.0 million); reduced number of Standard Depot
Level Maintenance actions (SDLMs); engine overhaul/repairs and other aviation maintenance ($-190.0 million). Also reflects a
reduction in spares requirements in FY 2001 ($-45.7 million) resulting from the FY 2000 Congressiond increase. Increases are for
additiona depot level repairables purchased from the Defense Logigtics Agency ($50.0 million) and an increase to provide the
necessary spare parts and equipment to establish one additiona EA-6B sgquadron ($23.2 million).

1 Ship Operations decreases overall by $356.8 million. Indudes funds for increases in fud and utility requirements resulting from higher
number of operating months due to fewer scheduled depot maintenance availabilities for conventiona carriers and cruisers, ships with
the highest fuel usage rates account for a disproportionately large portion of the overal fuel usage increase ($64.6 million). An increese
is budgeted due to the change in the number and scope of Selected Redtricted Availabilities ($249.5 million). Offsetting these incresse
are decreases in the Fleet Modernization Program ($32.2 million), a decrease of two fewer submarine overhauls ($263.9 million) and
two fewer surface ship overhauls ($-55.0 million), fever LHA Mid-Life and LPD modernization availabilities ($-42.7 million), and a
reduction due to the change in the number and scope of phased maintenance availabilities ($-59.8 million). A decrease of $41.2 million
reflects fewer service craft and planned retricted availabilities.
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[ Combat Operations and Support increases overal by $42.5 million. The increase includes funds for the Naval mobile Congtruction
battaions ($14.1 million); increased support for various satelite communication programs ($10.2 million); C4l  capabilities
($15.7 million); and support to the Unified Commanders ($8.1 million). There is a decrease for the replacement of the oceanographic
ship USNS Kane ($5.4 million).

1 Weapons Support decreases $25.1 million in FY 2001 predominately due to decreased depot maintenance requirements for Aegis,
CIWS, and MK -45 overhauls.

1 Red Property Maintenance increases $138.1 million, dowing the growth in the backlog of maintenance and repair in such aress as
dredging, airfiddd pavement and joint repair, pier fender piles, airfidd lighting, fire protection upgrades in hangars, utility system repairs
and improvements, seismic upgrades, asbestos abatement, and dry dock repairs.

1  Base Support decreases $25.8 miillion, predominately as the result of completion of one time FY 2000 efforts supporting collatera

equipment purchases for Naval Support Activity Souda Bay and service craft overhaul requirements. Various environmentd efforts
decrease with the completion of studies, plans and projects that enable some activities to agpproach a steady state recurring cost level.

Budget Activity 2: Mobilization

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Egimate
971.1 +20.3 -231.0 760.4 +2.5 -94.0 668.9

The Mohilization budget activity maintains assets that will support forces that rapidly respond to unforeseen contingencies throughout the world.
Also funded are the maintenance, overhaul, and cdibration of Navy-Type Navy-Owned (NTNO) equipment installed on Coast Guard ships
and aircraft. Additiondly, it funds the inactivation of ships, submarines, and aircraft and includes the maintenance of sdlected inactive ships and
arcraft as well as materia disposal costs. The FY 2001 program of $668.9 million indudes a price increase of $2.5 million and program
decreases of $94.0 million (-12.4 percent).
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Maor programmatic changes include a decresse in the ship inactivation recycling workload due to completion of the two fina nuclear cruiser
hull recydings ($-149.9 million). This decrease is offsat by increases in the submarine and surface ship inactivation and disposal program
($60.0 million).

Budget Activity 3: Training and Recr uiting

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
1,788.8 +26.7 +52.9 1,868.4 +70.5 +26.7 +1,965.6

The Training and Recruiting budget activity funds dl centraly managed or directed individud training required to meet Navy training standards.
This includes accession training, basic skills training, and professonad military education provided at the Navd War College, the Navd
Postgraduate School, and the Armed Forces Command and Staff College. 1t aso includes Navy recruiting and advertising, centralized civilian
training programs, the Junior Navy Reserve Officer Training Corps, and dl base operating support for the above programs. Team training for
ships of battle groups is funded in the Operating Forces budget activity, as is dl advanced and refresher flight training and arcraft carrier
qudifications. The FY 2001 request of $1,965.6 million reflects includes price growth increase of $70.5 million and mgjor program changes
totaling $26.7 million. Mgor program changes include:

] Functiond transfer of Information Technology system development to the Research Development Test and Evauation, Navy appropriation
($-5.5 million)

1 Accesson Training increase to support additiond Nava ROTC participation in caendar year 2001 ($3.1 million)

] Badic Skills and Advanced Training increases to support additiond A and C school requirements to meet demand generated from
increased accessions and Fleet requirements ($9.7 million) and anet increase for pilot raining as T-2C aircraft are phased out and replaced
with T-45A aircraft ($5.5 million). Decreases are budgeted for mode and prototyping of distance learning technologies and Professiona
Development Education ($-14.5 million) dong with a reduction in the implementation of Automated Electronic Classrooms, Learning
Resources Centers and Interactive Multi-Sensor Analysis trainers ($-17.4 million).
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[ Recruiting and Other Training and Education programs have a net increase of $3.1 million reflecting compliance with DOD guidance on
education and staffing of the acquisition workforce ($9.7 million) and an increase supporting 47 additiona JROTC units ($4.2 million). A
reduction of $10.5 million for recruiting and advertisng reflects the impact of recruiting initiatives and innovations put into place during
FY 2000. These will increase efficiency through technology to dlow the accomplishment of the FY 2001 workload within the authorized
number of production recruiters.

[ Red Property Maintenance increases to reduce the critica maintenance and repair backlog at Service School Commands ($28.9 million).

1 Base Support hasa net increase of $2.8 million for collaterad equipment for accelerated military congtruction projects e the Great Lakes
Navd Training Center and Nava Air Stations Merridian, Mississppi and Ingleside, Texas ($5.5 million) and to improve readiness levels
for aviation and waterfront facilities ($3.7 million). Decreases are budgeted for savings from infrastructure initiatives ($-6.4 million).

Budget Activity 4: Administrative and Servicewide Activities

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
4,175.5 +113.2 -468.5 3,820.2 +121.9 +30.8 3,972.9

The Adminigtration and Servicewide Support budget activity funds shore based activities required for the effective operation of the Department
of the Navy. The genera services provided include administration and personnel support, engineering and acquisition support, security and
investigative support, humanitarian and civic support, centraized trangportation, communications services, and base operating support. The
FY 2001 budget request of $3,972.0 million includes price growth of $121.9 million and program changes totaing $30.8 million. Mgor
programmatic changes for this budget activity are:

[ Functiond transfers include $-249.0 million to Defense-wide Working Capitd Fund for the Defense Commissary Agency; a redignment
from Other Procurement, Navy appropriation of $7.4 million for the Space and Naval Warfare Syssems Command Ingtalations Directorate
requirements, a redignment from the research Development Test and Evauation, Navy (RDT&E,N) appropriation for the Acquisition
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Center of Excellence ($4.9 million); a $7.6 million transfer to the RDT&EN appropriation for Information Technology systems
development requirements. Additiondly $-8.8 million was transferred for classified program requirements.

Service-wide Support reflects a budgeted decrease due to planned savings from Defense Finance and Accounting Service efficiencies
($-26.0 million).

Logistics Operations and Technical Support reflects a net growth of $65.8 million. This is predominatey for the establishment and
consolidation of the Office of the Chief Engineer of the Navy, initiated by the Assstant Secretary of the Navy for Research Development
and Acquisition ($20 million) and increases supporting the Smart Work and Smart Ship initiatives ($14.9 million). Additiona funds are dso
provided for USTRANSCOM to recoup losses resulting from rebates to the Defense Commissary Agency ($14.2 million) and an increase
to support engineering and logistic support requirements for out of production weapons systems ($13.6 million).

Security Programs increase $42.7 million, which indude increased efforts by the Defense Security Service to reduce the number of
backlogged security investigations ($28.0 million).

Red Property Maintenance increases $7.6 million to achieve readiness levels in non -bachelor quarters facilities at the Nava Didtrict
Washington and Naval Support Activity Mid-South.

Base Support net decreases of $41.5 million include savings redized from Navy's regiondization initiatives, primarily the decrease in GSA
payments associated with the relocation of the Nava Seas Systems Command from leased space to the Washington Navy Yard
($-36.2 million).
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($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
2,675.4* +59.3 -22.2 2,712.4 +99.0 -105.8 2,705.7
* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund, Drug Interdiction and Counterdrug Activities, Defense, and Environmental Restoration,
Navy)

The Operation and Maintenance, Marine Corps gppropriation provides the funding for Marine Corps missons, functions, activities, and facilities
except for those requirements related to:  procurement of mgor items of equipment and ammunition, military personne, military family housing,
operation and maintenance of the Marine Corps Reserve, and those functions supported by Navy-sponsored appropriations.

The funds contained in this appropriation are intended primarily for the support of the totd active Marine Corps Forces. The primary Marine
Corps objective is to train and maintain the FHeet Marine Forces a a high level of combat readiness for service with the flegt, ashore, or for such
other duties as the Presdent may direct.

The two Fleet Marine Forces supported by this appropriation are composed of Marine Expeditionary Forces (Divison/Wing/Service Support
Group Task Organizations), including a combination of combat and combat service support organizations and a variety of supporting units.
Funds are aso provided to support two landing force training commands, Marine detachments afloat, the security forces assgned to Naval and
other government activities ashore, maritime prepositioning ships, and Norway prepositioning.

Shore facilities receiving funding support from this gppropriation are: three mgjor bases; two recruit depots, deven ar inddlations, one Marine
Corps Combat Development Command; one Marine Corps Systems Command; one Marine Corps Air-Ground Combat Center; and two
Expeditionary Warfare Training Groups. These facilities are being maintained a standards that will permit effective utilization, avoid mgor
replacement costs, and allow operation and maintenance on an economica and effective bass.

The individud training of enlisted personne and officers from basic training to the highest Marine Corps technicd training and the advanced
training at schools of the other Services and at civilian indtitutions are funded in this gppropriation. Such schooling is designed to produce highly
trained and disciplined officers and enlisted personnd for duty with the Fleet Marine Force, capable of leadership growth as well as effective
performance.
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This agppropriation aso supports the Marine Corps supply system. The principd objective of the supply system is to provide Marine
activitiesunits with the proper materiad and equipment in the quantity, condition, time, and place required. Further, it supports other
miscellaneous activities such as specid training, second destination trangportation of things, recruiting, equipment overhaul and repair, and
miscellaneous expenses.

The FY 2001 O&M budget request of $2,705.7 million reflects a net decrease of $6.8 million from the FY 2000 funding level. The change

includes $99.0 million in price growth and a $105.8 million (3.9 percent) net decrease in functiond transfers and program changes. The detailed
explanations of transfers and program changes are explained below.

Budget Activity 1: Operating Forces

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
1,961.6 +47.0 +5.6 2,014.1 +78.8 -98.1 1,994.8

The Operating Forces budget activity is comprised of two activity groups, Expeditionary Forces and USMC Prepositioning.

The Expeditionary Forces activity group provides funding for the operating forces that congtitute the Marine Corps Air-Ground Team and
Marine security forces at navd ingdlaions and aboard Navd vessdls. The fidd logistics and depot maintenance programs in support of the
operating forces are dso funded in this activity group. In addition base support functions for Marine Corps Bases, Camps, Air Stations and
Logigtics Bases supporting the Feet Marine Forces;, Qudlity-of-Life (QOL) programs such as Childcare, Youth Development and Family
Sarvice Centers, injury compensation payments, and procurement of collaterd equipment required to initially outfit new military congtruction
projects a Marine Corps bases are financed in this activity group.

The USMC Prepositioning activity group finances the Maritime Prepostioning Forces (MPF) program, the Norway Air Landed Marine
Expeditionary Brigade (NALMEB) program and the Aviation Logistics Support Ships (TAVB) program.

The FY 2001 budget request of $1,994.8 million for Operating Forces reflects a net decrease of $19.3 million from the FY 2000 funding leve.
The decrease includes $78.8 million in price growth and a $98.1 million (4.9 percent) net decrease from functiona transfers and program
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changes. Mgor changes in FY 2001 include an increase of $33.5 million associated with the Secretary of the Navy's Military Personnel
Reapplication Initiative; increase of $51.3 million for Real Property Maintenance to arrest the growth of backlog of maintenance and repair
(BMAR) of criticd infrastructure; increase of $4.7 million for the Semper Fit Program, a qudity-of-life initiative to promote hedthy lifestyles;
decrease of $127.6 million associated with one-time Congressona increases for spare parts, fue converson, OPTEMPO/drategic lift,
Nuclear, Biological, Chemica (NBC) Defense equipment and Marine Corps Air Ground Combat Center improvements, Depot Maintenance,
Base Support, and Emergency Supplemental funding; decrease of $27.7 million for the transfer to the Military Personnd, Marine Corps
appropriation for the East Coast/West Coast regionalization contract for food service; decrease of $11.1 million associated with food service
regiondization savings, and a decrease of $17.5 million for savings associated with the Marine Corps' Ingdlation Reform Program.

Budget Activity 3: Training and Recr uiting

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
4335 +7.5 -0.5 440.5 +10.5 -18.2 432.9

The resources in this budget activity support recruiting and advertising, training and the education of Marines and Qudity-of-Life (QOL)
programs such as Childcare, Y outh Development and Family Service Centers.  Recruit training encompasses the trangtion from civilian life to
duties as a Marine and includes an intense period of training designed to prepare the new Marine for assgnment to units of the Feet Marine
Force, mgor posts and stations, and duty at sea aboard vessels of the U.S. Navy. Officer Acquisition encompasses training candidates for
gppointment as commissoned officers prior to actua commissioning in the Marine Corps and Marine Corps Reserve. Nominees undergo
intense courses of ingruction prior to actua commissoning.

Upon completion of Officer Acquigition Training or Recruit Training, the Marine is assigned to courses of ingruction to acquire the requisite
skills necessary to meet the minimum requirements of a Military Occupationa Specidty (MOS). For officers, this course involves completion of
The Basc School a the Marine Corps Combat Development Command (MCCDC), Quantico, Virginia, and the assgnment to a MOS
qualifying course such as the Infantry Officer Course or the Communication Officers School. The enlisted Marine undergoes Specidized Skill
Training a Marine Corpsingdlations or a schools run by the other Services, depending on his’her designated MOS.
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This budget activity dso funds training support for costs associated with travel and per diem for those Marines attending Service and civilian
schools away from their permanent duty stations, expenses incurred in developing a proficient recruiting force; codts for advertisng media and
market analysis, cogts for training support equipment, audio-visua ad, computer-asssted training programs, and direct administrative support to
the training management functions and the Marine Corps Inditute; injury compensation payments, and procurement of collatera equipment
required to initidly outfit new military construction projects at Marine Corps bases.

The FY 2001 budget request of $432.9 million for Training and Recruiting reflects a net decrease of $7.6 million from the FY 2000 funding
level. The decrease includes $10.5 million in price growth and a $18.2 million (4.1 percent) net decrease from functiona transfers and program
changes. Mgor changesin FY 2001 include an increase of $1.6 million for Recruiting Operations in support of increased accessions; increase
of $3.4 million for new advertisng campaign; increase of $2.9 million to support increased Off-Duty and Voluntary Education enrollments;
increase of $2.3 million for training materids, services and travel to support increased Junior Reserve Officer Training Corps (ROTC)
enrollments and number of units; increase of $6.8 million associated with the Secretary of the Navy's Military Personnel Regpplication Inititive;
decrease of $15.4 million associated with one-time congressiond increases for Distance Learning, Recruiting and Advertising, Off-Duty and
Voluntary Education, and Junior ROTC; decrease of $8.4 million for the trandfer to Military Rersonnedl, Marine Corps for the East Coast/West
Coadt regiondization contract; decrease of $4.4 million associated with food service regiondization savings, and a decrease of $2.0 million for
savings associated with the Marine Corps' Ingalation Reform Program.

Budget Activity 4: Administration and Servicewide Support

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
280.3 +4.8 -27.3 257.8 +9.7 +10.5 278.0

The Marine Corps-wide efforts of specia support, trangportation, personng management, and headquarters base support are financed in this
activity group. In addition, civilian personnd salaries and the department and staff management of Headquarters, Marine Corps are funded
within this activity group.

Specid Support provides funding for the support of Marine Corps prisoners confined at the Army Disciplinary Command, Fort Leavenworth,
Kansas, the Marine Band located at the Marine Barracks, 8th and | Streets, Washington, DC; and Quality-of-Life (QOL) programs such as
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Childcare, Youth Development and Family Service Centers.  Specid Support dso finances the adminidration of missons, functions and
worldwide operations of the Marine Corps and Marine Security Guards. Cost of operations includes civilian personnd salaries, Defense
Finance and Accounting Service (DFAS) reimbursement, automatic data processing, printing and reproduction, civilian and military travel, and
personned services on a Marine Corps-wide basis.

All cogts rdlated to Second Destination Trangportation of cargo to the operating forces are dso funded in this activity group. Categories of
trangportation are: (a) Military Sedlift Command for ocean cargo; (b) Inland Transportation by Commercid Carriers for movement between
CONUS inddlations and ports, (c) Military Airlift Command for movement of priority cargo in support of Fleet Marine Force units; and (d)
Military Traffic Management Command and commercia sources for port handling of ocean cargo.

Base operations support for Headquarters Battalion, Headquarters, Marine Corps and military personnel assigned to Headquarters, U.S.
Marine Corps is funded within this activity group. Also included in this activity group are injury compensation payments and procurement of
collateral equipment required to initidly outfit new military construction projects a Marine Corps bases.

The FY 2001 budget request of $278.0 million for Adminigtration and Servicewide Activities reflects a net increase of $20.2 million from the
FY 2000 funding level. This increase includes $9.7 million in price growth and a $10.5 million (4.1 percent) net increase from functiond
transfers and program changes. Mgor changesin FY 2001 include an increase of $1.9 million for security investigations conducted by Defense
Security Service; increase of $2.3 million in Marine Security Guards funding for opening additional detachments; increase of $12.0 million for
the Pentagon Maintenance Revolving Fund (PMRF), which is associated with the one-time reprogramming for PMRF in FY 2000; decrease of
$1.6 million for DFAS costs resulting from the transfer of a portion of military pay accounts to finance offices in the Heet Marine Force; and a
decrease of $1.3 million associated with one-time implementation codts for financid management systems required by the Chief Financid
Officer'sAct.
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($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egtimate
22,075.8* +187.1 -1,6010.8 20,652.1 +1,225.8 +469.1 22,347.0

* Includes funds from transfer accounts (e.g., Overseas Contingency Operations Transfer Fund, Drug Interdiction and Counterdrug Activities, Defense, and Environmental Restoration, Air
Force).

The Air Force Operation and Maintenance (O& M) appropriation supports the Air Force' s capability to develop, train, sustain, and integrate the
elements of ar and space power to produce core competencies of air and space superiority, globa attack, rapid global mobility, precison
engagement, information superiority, and agile combat support. The synergy of these competencies provides the full range of aerospace
capabilities to combined forces commanders. More specificaly, the requested funds dlow the Air Force to operate and maintain aircraft, space,
and related weapon systems, train personnd ; operate communications, command and control systems; and purchase supplies, equipment and fuel.
These O& M resources also directly support essential combeat related activities such as intelligence, logistics, weather, air traffic control, search and
rescue, operation and maintenance of arfieds, runways and base facilities, and the working and living environment of Air Force personndl.

The FY 2001 O&M budget request contains an overal increase of $1,694.9 million above the FY 2000 funding level. The increase includes
$1,225.8 million in price growth and $469.1 million (2.1 percent) in functiond transfers and program growth. The mgor pricing changes from
FY 2000 to FY 2001 include increases of $518.8 million for fuel, $189.4 million for personne pay raises, $106.1 million for depot maintenance,
$179.0 million for suppliesmaterias and equipment, and $32.1 million for trangportation. Mgor transfers into O&M include $329.5 million for
Compstitive Sourcing and Privatization from the Military Personndl, Air Force gppropriation and $62.5 million for the Aeromedica Evacuation
mission from the Defense Health Program (DHP) appropriation.

Budget Activity 1: Operating For ces

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
11,404.3 +16.2 -621.8 10,798.6 +699.6 -1.7 11,490.5
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The Operating Forces budget activity conssts of three activity groups. Air Operations, Combat Related Operations, and Space Operations.
These funds provide support for fighter, bomber, and missile forces assigned to the Air Force' s operational commands. They aso provide globa
command, control, and communications, the capability to launch payloads into various earth orbits, and a worldwide network of dtes and
terminds to rlay data gathered by satdlites. Also included in this budget activity are unique missons such as combat test and training fighter
arcraft; eectronic warfare arcraft; Tactical Air Control arcraft; command, control and communications including the Airborne Warning and
Control aircraft; Dissmilar Air Combat Training aircraft; support ranges, and command and base support personnel and activities.

Major changes included in the FY 2001 budget request of $11,490.5 million are

1 Priceincrease of $699.6 million.

0 Net functiond transfers in of $174.6 million primarily include a transfer in of $158.0 million from the Military Personnd, Air Force
Appropriation for functions deemed “not military essentid” to be ether contracted out or converted to in-house civilian labor according to
the rules of OMB Circular A76; a transfer in of $34.1 million for Combat Search and Rescue (CSAR) training, a trandfer in of
$11.5 million for the transfer of Buckley Air Nationd Guard Base support from the Air Nationa Guard to the Active Air Force; a transfer
out of $7.4 million to Budget Activity 4, Adminigtration and Servicewide Activities to centrally fund civilian disability compensation codts, a
transfer out of $15.0 million to Budget Activity 4 (Adminigtration and Servicewide Activities) to redign funding for reimburssble Defense
Finance and Accounting Services (DFAS) customer payments into the proper account; and a transfer out of $9.2 million to investment
appropriation for Global Command and Control System (GCCS).

1 Increase of $100.0 million for Depot Maintenance due to increased overhauls for B-1B and F-16 engines as well asincreased E3 and B-2
Programmed Depot Maintenance (PDM).

[ Increase of $28.9 million for the Combat Communications program to support Joint Stars inventory that increases from 10 to 12 in
FY 2001.

0 Increase of $23.9 million in the Globad Command, Control, Communications, and Inteligence (C3l) & Ealy Warning program to support
the phased trangtion from the Defense Support Program to the Space Base Infrared Radar System (SBIRS) and the initid operation of
SBIRS Increment One B System Architecture.

[ Increase of $13.2 million for antiterrorism requirements to enhance physica security and air base ground defense at overseas facilities.

1 Decrease of $200.0 million in Primary Combat Forces and Air Operations Training as a result of flying hour adjustments for bombers and
fighters. The decrease reflects adjustments made to the cost of flying hours based on the latest available data for actua consumption of
depot level reparables, supplies, and fud. The budgeted flying hours meet the Air Force's requirements for readiness based on the Ready
Aircrew Program.
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1 Decrease of $59.0 million in Base Support theat reflects the closure of Howard Air Force Base, Panama; decrease in civilian separation
incentives; reductions for one time equipment purchases, and savings from competition and privatization.

1 Decrease of $34.2 million for manned reconnaissance systems to reflect the savings associated with the cancdlation of U-2 Joint SIGINT
sensors and consolidation of operations at three overseas locations, reduction in RC-135V/W flying program by 1,000 hours, and
consolidation of the U-2 wet film ground stations into one program for management improvement. This decreasein FY 2001 is dso due to
aone-timeincreasein FY 2000 for spares and depot maintenance.

1 Decrease of $28.0 million for the Aerogpace Command and Control Agency in FY 2001 due to a one-time increase in FY 2000 for Joint
Expeditionary Force Exercise (JEFX).

(1 Decrease of $10.7 million for the Airborne Warning and Control System (AWACS) due to increased contractor personnel in AWACS
flight crew training to relieve PERSTEMPO, a onetime increase in FY 2000 for spares, and areduction to E-3 AWACS flying program by
890 hours.

(1 Decrease of $16.8 million for the Chemicd/Biologicd Defensve programs due to cyclica purchases of chemicd protection suits for
arcrews, a reduction in general support supplies, and a one time congressiona increase in FY 2000 for Nuclear and Biologica and
Chemicd high leverage.

Budget Activity 2: Mobilization

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
3,552.9 -11.8 -863.1 2,678.0 +261.1 +220.4 3,159.5

The Mobilization budget activity includes the following activity groups that support the Air Force Mobility Operations:  Airlift Operdions, Airlift
Operations Command, Control, Communications and Intelligence (C3l); Mobilization Preparedness, and Payment to the Transportation
Busness Area. Mohility Operations provides globad mobility through drategic and theater airlift to support peacetime, contingency,
humanitarian, and wartime operations in pursuit of nationa objectives. The rapid movement and sustainment of United States combat forces
anywhere in the world to deter aggression or provide humanitarian/peacekeeping assstance is a mgor instrument of the U.S. nationa security
policy. The Joint Chiefs of Staff (JCS), the Military Services, and other Department of Defense (DoD) and government agencies depend
heavily on the Air Force's Mohility Operations for essentia cargo and troop movements in support of avariety of missons.
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Magjor changesincluded in the FY 2001 budget request of $3,159.5 million are

O O

Price increase of $261.1 million.

Net functiond transfers of $70.4 million include a transfer in of $62.5 million from the Defense Hedth Program for the transfer of the
Aeromedica Evacuation misson; a trandfer in of $33.3 million from the Military Personne, Air Force appropriation for functions deemed
“not military essentid” to be ether contracted out or converted to in-house civilian labor according to the rules of OMB Circular A-76; a
transfer in of $3.2 million for the SAf-Contained Navigation System (SCNS) from the Air National Guard to active to the active Air Force;
atransfer out of $1.7 million to Budget Activity 4, Adminigtration and Servicewide Activities to centraly fund civilian disability compensation
costs; and atransfer out of $28.2 million for Combat Search and Rescue (CSAR) to Budget Activity 1, (Operating Forces)

Increase of $82.6 million for the payment to the Transportation Business Area of the Defense Working Capital Fund to fully airlift readiness.
Increase of $29.5 million because of flying hour adjusments for mohility arcraft. The increase reflects adjustments made to the cost of flying
hours based on the latest available data for actua consumption of depot level reparables, supplies, and fuel. The budgeted flying hours meet
the Air Force's requirements for readiness based on the Ready Aircrew Program.

Increase of $27.3 million for Operationa Support Aircraft for increased contractor logistics support required by Federd Aviation
Adminigraion (FAA) ar-worthiness directives and aging wegpons systems.

Increase of $22.5 million resulting from increese of arlift proficiency training for the C-17 arcraft (heavy lift cargo transportation) and
reflecting an increase of 169 in the number of C-17 aircrews.

Increase of $17.4 million for KC-10 aircraft (agrid refuding and cargo) to meet increased contractor logistics support required by Federd
Aviation Adminigration (FAA) ar-worthiness directives and to maintain required engine spare and repair parts levels.

Decrease of $11.4 million for two fewer arcraft reaching the 60-month programmed maintenance period and six fewer F108 engine overhauls
projected to reach the engine structura integrity program tota accumulated cycle (TAC) limit.

Decrease of $15.0 million in base operations support primarily due to a one-time cost in FY 2000 associated with the relocation of the
C-130'sfrom Howard Air Base, Panamato Borrinquen, Puerto Rico.
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Budget Activity 3: Training and Recr uiting

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
1,869. 8 +18.6 +148.2 2,036.7 +98.5 +106.3 2,241.5

The Training and Recruiting budget activity supports three broad misson areas. Accesson Training, Specidized Skills and Hight Training, and
Recruiting & Other Training and Education. Accesson Training operations produce the enlisted and officer personnel needed to meset total
force requirements.  Officer accessions receive indoctrination training through the United States Air Force Academy (USAFA), the Air Force
Reserve Officer Training Corps (AFROTC), the Officer Accesson and Training School (OATS), and the Airmen Education and
Commissioning Program (AECP). Specidized Skills provide to Air Force personnel (and individuas of other services) training and education
essentia to operate, maintain, and manage complex Air Force wegpon systems and associated support structure. Flying training programs
include flight screening, undergraduate pilot training, speciaized undergraduate pilot training (SUPT), specidized undergraduate and advanced
navigator training, and pilot indructor training (PIT). Other training programs cover initid and follow-on technicd skill progression training,
professona military education, specidized professona development, and related training support.

Major changesincluded in the FY 2001 budget request of $2,241.5 million are

0
0

Price increase of $98.5 million.

Net program transfers in of $42.8 million include a transfer in of $30.7 million from the Military Personnd, Air Force gppropriation for
functions deemed “not military essential” to be ather contracted out or converted to in-house civilian labor according to the rules of OMB
Circular A-76; atransfer in of $7.9 million from Budget Activity 4, Adminidtration and Servicewide Activities to reflect the transfer of base
operations support at Kelly Air Force Base to Lackland Air Force Base as a result of the Base Redlignment and Closure (BRAC) action;
and atransfer in of $2.5 million from Aircraft Procurement, Air Force appropriation for corrective maintenance for T-38C software.
Increase of $42.3 million to support increased pilot production gods.

Increase of $32.7 million provides increased support for base support to improve combat service support and quaity-of-life.

Increase of $26.6 million in red property maintenance to bring maintenance up to the preventive maintenance leve that will support
day-to-day recurring maintenance of the infrastructure.

Increase of $11.2 million to put additiona recruiters on the street to help meet accesson goas.
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0 Decrease of $56.4 million due to a one time congressond increase in FY 2000 for flying hour spares.

Budget Activity 4: Administration and Servicewide Activities

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
5,248.8 +164.1 -274.1 5,138.8 +166.6 +150.1 5,455.5

The Adminidration and Servicewide Activities budget activity funds four broad misson areas.  Logistic Operations, Servicewide Support,
Security Programs, and Support to Other Nations. Logistics Operations includes Air Force Logistics Operations, Technical Support Activities,
Servicewide Transportation, and Base Support. It primarily funds the operation of Air Force Materiedd Command (AFMC), which provides Air
Force-wide cradle-to-grave acquisition and logistics support and comprises 90 percent of the resources in this activity group. The Servicewide
Activities spread across the entire Air Force to ensure combat capability and maintain readiness, effective leadership, efficient management, and
adequate support to Air Force units and personnd in diverse geographic locations. Much of this is accomplished via a number of highly
specidized and unique Air Force organizations. The Security Programs includes the Air Force Office of Specid Investigations (AFOS) and a
series of classfied programs. Findly, the Support to Other Nations activity group provides support to the North Atlantic Treaty Organization
(NATO); Supreme Headquarters Allied Powers Europe (SHAPE); North Atlantic Treaty Organization, other internationa headquarters.

Mg or changesincluded in the FY 2001 budget request of $5,455.5 million are:

[ Priceincresse of $166.6 million.

1 Net functiond transfers in of $44.3 million include a transfer in $107.1 million from the Military Personnel, Air Force appropriation for
functions deemed “not military essentid” to be ether contracted out or converted to in-house civilian according to the rules of OMB
Circular A-76; atransfer in of $9.2 million from Budget Activity 1, Operating Forces and Budget Activity 2, Mobilization to centraly fund
civilian disgbility compensation costs, a transfer out of $39.3 million to Other Procurement, Air Force appropriation and to various
Operaion and Maintenance, Air Force budget activities for Engineering and Ingdlation functions, a transfer out of $26.3 million to the
RDT&E, Air Force appropriaion for information technology programs, and a transfer out of $5.9 million to Budget Activity 1, Operating
Forces for Combat Search and Rescue (CSAR) training.

1 Increase of $36.0 million for customer payments to the Defense Security Service for security clearances.
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Increase of $31.0 million for classfied programs.

Increase of $21.9 million to cover Defense Finance and Accounting Service (DFAS) payments due to delays in full implementation of the
International Merchant Purchase Authorization Card (IMPAC) card, Electronic Document Management (EDM) System, and the Defense
Joint Military Pay System (DIMYS).

Increase of $14.3 million to support mandatory arms control and treety implementation requirements.
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($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Estimate
11,380.2 +281.0 +219.4 11,880.6 +366.8 -327.4 11,920.1

The Operation and Maintenance, Defense-Wide (O&M, D-W) appropriation supports a wide range of programs which have been
consolidated to achieve maximum efficiency by avoiding overlap and duplication among the Services. The Defense Agencies are
essential to the accomplishment of the missions of the Military Departments. Functions of the various Agencies include direct
readiness related programs, mobilization programs, training and education programs, and administration and servicewide activities,
e.g., intelligence activities, audit and contract management activities, treaty implementation, nuclear weapons management and
analysis, dependent education, military personnel support, and management support to the Department. Additionaly, this
appropriation provides O& M funding for The Joint Staff and all Special Operations Forces.

At the summary level, the net change from FY 2000 to FY 2001 for O&M, D-W is $39.5 million and includes price growth of
$366.8 million and a net program decrease of $-327.4 million.

Highlights of program changes to include functional realignments between FY 2000 and FY 2001 are as follows:
Program Growth -327.4

[ Functiona Transfers-Out: Primarily includes the transfer-out of 1) information technology (IT) funding from -172.3
various Defense Agencies to investment accounts to reflect clarified DoD expense/investment criteria and 2) the
Pacific Command Regional Initiative to the Navy from the Office of the Secretary of Defense (OSD).

1 Functional Transfers-In: Primarily reflects the transfer-in of the Pentagon Renovation Transfer Fund Program +100.2
to the Washington Headquarters Service and the Joint Staff and 2) Contract Administration Services at privatized
Air Force maintenance facilities from the Air Force to DLA.

1 DoD Congressional Adds and Earmarks - Funded in FY 2000 but not continued in FY 2001. -265.9
[ Classified Programs (FY 1999 Emergency Supplemental Appropriation related) -262.2
] Wye River Classified Program +200.0
11 Agency Classified Programs (NIMA, DIA, NSA) -11.1
) Remaining Net Program Growth +83.9
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Budget Activity 1: Operating For ces

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Estimate
1,693.4 +20.6 -134.1 1,579.9 +92.8 -14.4 1,658.3*

* The FY 2001 Budget Activity 1 amount for O&M, D'W appropriation differs from that published in the FY 2001 Budget of the United States Government resulting from a $1.758 million
administrative error between The Joint Staff’s Budget Activity 1 and Budget Activity 4.

Budget Activity 1 funds the following:

(1 The operationa activities of the U.S. Special Operations Command (USSOCOM) which provide vital and critical warfighting
capability to the United States. The funds provide for:

The deployment of special warfare operations worldwide, to include unique infiltration and exfiltration capabilities;
Thetraining of Special Operationa Forces (SOF) warfighting personnel;

The transportation of unique and specia equipment and SOF personnel to any location;

The participation of SOF units in overseas contingency operations; and

The operation and maintenance of SOF equipment.

s [

] The operational activities of The Joint Staff which support the Chairman, Joint Chiefs of Staff (CJCS). The funds provide for:

] CJCS command and control of U.S. military forces worldwide,

Presidential and National Security Council support,

] Coordination of joint training exercises with the Services and the Defense Agencies and the transportation requirements of the
CJCS Exercise Program, and

] Development of war fighting models to improve joint training and the command and control of deployed U.S. and allied
forces.

|
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From FY 2000 to FY 2001, the Operating Forces budget activity increases by $78.4 million. The increased funding includes price
growth of $92.8 million and a program decrease of $14.4 million. Highlights of the $14.4 million program decrease follow:

Functional Transfers ($+10.6 million):

Transfers-In ($+10.6 million):
- The transfer of $6.1 million from Defense-Wide Procurement to USSOCOM for Command, Control, Communication,
Computer, and Intelligence Automation System (C4IAYS),

- The transfer of $4.5 million Defense-Wide RDT&E and Military Construction funds to USSOCOM for the Public Key
Infrastructure (PKI1) program.

Other Program Changes ($-25.0 million):

- CJCS Northern Edge Exercise($-6.9 million) — Funds added by Congressin FY 2000 are not extended into FY 2001.

- CJCS Exercise Program ($-13.8 million) — The revised funding is consistent with approved plans to reduce exercise C-141 equivaent
flying hours from 51,000 hours to 45,000 hours.

- Programs completed in FY 2000 as detailed below ($-12.4 million):

($.in Millions)
Acquisition of MK -16 Underwater Breathing Apparatus -3.4
Maintenance of 1 Advanced Seal Delivery Vehicle -3.2
Replacement of 7 bare base packages -2.1
New facilities outfitting -3.7

- SOF Readiness ($+2.1 million) — Finances increased support to the Advanced SEAL Delivery System program ($+4.4 million);
forward basing of six MH-47 helicopters to Korea ($+7.0 million); contractor logistics support for the Multi-Bank Inter/Intra-Team
Radios ($+1.0 million); and the Research, Analysis, and Threat Evaluation System ($+1.4 million). These increases are partially
offset by the elimination of five MH-53 helicopters from the SOF force structure ($8.1 million) and a reduction in patrol coastal ship
deployments ($3.6 million).

- Other Program Changes ($+6.0) million)
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Budaget Activity 2: Mobilization

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Estimate
35.4 +0.4 +3.8 39.6* +0.6 +4.4 44.6

* The FY 2001 Budget Activity 2 amount for the O& M, Defense-Wide appropriation differs from that published in the FY 2001 Budget of the United Sates Government due to a $5.033 million
administrative error between the Defense Logistics Agency’s Budget Activity 2 and Budget Activity 4 estimates.

Budget Activity 2 funds the Defense Logistics Agency Warstopper Program -- a program designed for mobilization. It funds the
purchase of items that do not have a peacetime demand sufficient to maintain an industrial base that would support a mobilization
surge in production and the purchase of Halon 1301 as part of the Ozone Depleting Substances Reserve Program. Items purchased
include chemical protective clothing, nerve agent antidotes, and the equipment to surge production of tray packs and MREs (meals
ready to eat). The program also funds the effort to assess industry’ s ability to meet surge requirements.

After considering price growth of $0.6 million, the Warstopper Program increases by $4.4 million in FY 2001. The FY 2001 program
increases by $5.3 million for the expansion of the Medical Readiness Program’s Corporate Exigency Contracts, Vendor Managed
Inventory, and Stock Rotation programs. The FY 2001 program also includes an additional $3.8 million for the purchase of Halon
1301. Theintent isto complete the purchase of the required stockage of Halon 1301 by FY 2003. Other item purchases decrease by
$0.4 million and the Industrial Readiness component of the program is reduced by $4.3 million to fund higher priority Warstopper
requirements.
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Budget Activity 3: Training and Recruiting

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Estimate
202.7 +3.6 +40.2 246.5 +5.6 +10.6 262.7

Budget Activity 3 funds the following:

The Defense Information School — American Forces Information Service (AFIS),

The Defense Acquisition University (DAU),

The Defense Leadership and Management Program (DLAMP) — Defense Human Resources Activity (DHRA),
The Joint Recruiting Advertising Program (JRAP) — DHRA,

The DoD Polygraph Institute — Defense Security Service (DSS)

The Defense Nuclear Weapons School (DNWS) — Defense Threat Reduction Agency (DTRA),

The Financial Management and Executive Training Program (FMET) - Defense Finance and Accounting Service (DFAS),
The U.S. Army John F. Kennedy Special Warfare Center (USAJFKSWC) - (USSOCOM)

The Special Operations Related Education and Training - (USSOCOM)

The Special Operations Medical Training Center (SOMTC) - (USSOCOM)

The Naval Special Warfare Center (NSWCEN) - (USSOCOM)

The USAF Specia Operations School (USAFSOS) - (USSOCOM)

The Special Operations Forces (SOF) Language Training School - (USSOCOM)

The Naval Small Craft Instruction and Technical Training School - (USSOCOM)

The USAF Specia Operations School (USAFSOS) - (USSOCOM)

I s I A A

From FY 2000 to FY 2001, the Training and Education budget activity increases by $16.2 million. The increase includes price
growth of $5.6 million and a program increase of $10.6 million.

Functional Transfers ($+1.0 million): The FY 2001 budget request for Training and Education reflects the following functional
transfers:
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Transfers-In_($+2.9 million): Transfer-in of $2.9 million and 10 full-time equivalents (FTES) from the National Defense
University (O&M, Army) to the DHRA for participation of Defense Leadership and Management Program students in the
Professional Military Education Program at Service Schools.

Transfers-Out ($1.9 million): Transfers $1.9 million from DFAS direct funding to the DFAS Working Capita Fund rates in
accordance with the incremental transfer of the Financial Management and Executive Training Program to the Defense Working
Capital Fund. This phased transfer isto be completed by FY 2003.

Other Program Changes ($+9.6 million):

- Education ($+8.1 million):

Defense Leadership and Management Program (DLAMP) (DHRA) ($+13.0 million) — Funds the lease for the DLAMP
instructional facility at Southbridge, Mass ($+6.3 million) and implementation of the DLAMP — to include increased
component participation, instructor course development and delivery, facility operations, student travel, rotational
assignments, Professional Military Education, and backfill ($6.7 million).

Naval Small Craft Instruction (USSOCOM) ($-1.7 million) - Results from one-time startup in FY 2000 of the Naval Small
Craft Instruction Technical Training Center associated with implementation of the Panama Canal Treaty.

Distance Learning (DAU) ($-2.2 million) - Results from increased use of technology-based delivery of instructional
programs.

One Time Congressiona Add (DAU) ($-1.0 million) - Decrease results from a $1.0 million congressional increase for
information technology (IT) Organizational Composition Research that is not funded in FY 2001.

- Recruiting ($+1.2 million):

Joint Recruiting and Advertising Program (DHRA) (3.6 million) - Funds advertising to increase nationwide awareness of the
opportunities available for youth in the Armed Forces in the currently challenging recruiting environment.

Joint Market Research Program (DHRA) ($.6 million) - Funds studies and surveys that provide data essential to the accurate
measurement of youth attitudes toward military service to assist the Armed Forces in their effort to acquire new recruits.

- Other BA-3 Net Program Changes ($0.3 million)

DEFENSE-WIDE 43



OPERATION AND MAINTENANCE, DEFENSE-WIDE

Budget Activity 4: Administration and Servicewide Activities

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Estimate
9,448.7 +256.4 +309.5 10,014.6* +267.9 -328.0 9,954.5*

* TheFY 2000and FY 2001 Budget Activity 4 amounts for the O& M, Defense-Wide appropriation differ from thatpublished inthe FY 2001 Budget of the United States Government resulting from

1) a$5.033 million administrative error between the Defense Logistics Agency’s Budget Activity 2 and Budget Activity 4 and 2) a $1.758 million administrative error between The Joint Staff’s
budget Activity 1 and Budget Activity 4.

Budget Activity 4 funds the following:

O

I I s [ B

Overal Management of the Department of Defense - the Office of the Secretary of Defense (OSD), The Joint Staff (TJS), the
Washington Headquarters Services (WHS), and the Defense Legal Services Agency (DLSA),

Contract Audit and Administration - Defense Contract Audit Agency (DCAA) and the Defense Contract Management Command
(DCMC) of the Defense Logistics Agency,

National Industrial Security Program — the Defense Security Service (DSS),

Arms Control, Technology Security, WMD Counterproliferation and Nuclear Programs — the Defense Threat Reduction Agency
(DTRA)

Education of Military Dependents - Department of Defense Education Activity (DoDEA),

Communications Activities for the Control of Worldwide Strategic Communications Services — the Defense Information Systems
Agency (DISA),

DoD Wide Management of Prisoner of War/Missing Personnel affairs within the DoD — the DoD Prisoner of War/Missing
Personnel Office (DPMO),

Civilian Personnel Management - the DoD Human Resources Activity (DHRA),

Financial Management Support — the Defense Finance and Accounting Service (DFAS),

DoD Wide Information Services and Training — the American Forces Information Service (AFIS),

DoD Wide Community Assistance — the Office of Economic Adjustment (OEA),

Defense-Wide Logistics Services - the Defense Logistics Agency (DLA),

Humanitarian Assistance and Demining Programs - the Defense Security Cooperation Agency (DSCA),
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[ Intelligence Functions and other Classified Activities (the Defense Intelligence Agency (DIA), the National Security Agency
(NSDA), and the National Imagery and Mapping Agency (NIMA),
(] Special Operations Forces Administration: - Unites States Special Operations Command (USSCOM).

The net change from FY 2000 to FY 2001 for Budget Activity 4 is $-60.1 million and includes price growth of $267.9 million and a
net program decrease of $-328.0 million.

Functional Transfers ($-83.7 million):

Transfers-In ($+86.7 million):

Trarsfer of $71.7 million from the Pentagon Renovation Transfer Fund to the Washington Headquarters Service and the Joint
Staff;

Transfer of $5.1 million from O&M, Air Force to the Defense Contract Management Command in DLA for Contract
Administration Services at privatized Air Force maintenance facilities;

Transfer of $3.2 million of program effort from the Defense Working Capital Fund to DISA to fund headquarters personnel
working in plans, policy, and oversight capacities,

Transfers $3.0 million from Research, Development, Test, and Evauation, Defense-Wide to provide full-time anaytical and
technical contractor support to the DTRA’s arms control treaty program;

Transfers $1.7 million from the Military Departments O& M appropriations to complete the functiona transfer of the Security
Research Center to DHRA;

Transfers $1.1 million from O&M, Army to DLA for a classified program; and
Transfers $.9 from the Office of Inspector General appropriation to WHS for personnel support.

Transfers-Out ($-170.4 million)

Transfers $152.8 million for information technology (IT) programs from various Defense Agencies to investment accounts to
reflect clarified DoD expense/investment criteria,

Transfers $9.8 million from the Office of the Secretary of Defense to the Navy for the Pacific Command Regiona Initiative,

Transfers $3.5 million from the Washington Headquarters Service to Components occupying GSA leased space in the National
Capital Areafor antiterrorism support,
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- Transfers $2.3 million from OSD to the Air Force to complete the functiona transfer of the Interagency Training Center, and
- Other Transfers-Out ($2.0 million)

Other Program Changes ($-244.3 million):

- EY_2000 Congressional Adds (Excludes Classified Activities) ($-258.0 million): The FY 2001 estimate for Administration
and Servicewide Activities reflects a decrease of $258.0 million for congressional adds funded in FY 2000 but not continued in
FY 2001, as detailed below:

$in $in

Millions Millions
DLA — Automated Document Conversions 294 OSD - Grant for the USO 4.9
DoDEA —Impact Aid 29.4  OSD - Grant for Women in the Military Memorial 4.9
OSD — Mobility Enhancements 245 DHRA - Human Resource Enterprise Strategy 4.0
OSD — Legacy 14.7 DHRA - Jobs Placement Program 4.0
OEA — Charleston Macalloy Site 9.8 DLA - Improved Cargo Methods and Technologies 4.0
OEA — Fitzssmmons Army Hospital 9.8 DODEA - Tech Innovation & Teacher Education 4.0
DLA — Security Locks 8.6 OSD - Energy Savings Contracts 4.0
OEA — Community Retraining Initiative 8.1 OSD - Pacific Disaster Center 4.0
OSD - Indian Lands Mitigation 81 TJS - Joint Multi-Dimensional Ed. And Analysis 4.0

System (MEANYS)

OSD - Commercia Tech for Maintenance Activities 7.8 OSD - Congressionally Directed Studies 3.0
OEA - Charleston Naval Shipyard 7.4  CMP - Youth Development Initiative 2.5
OEA - Philadelphia Naval Shipyard 7.4 DLA - Midway Fuel Resupply 2.0
WHS - Congressionally Directed Studies 6.1 OEA - Pico Rivera 2.0
DoDEA - Grant for High Desert Partnership 54 OSD - ClaraBarton Center 13
OSD - Grant for the Red Cross 51 DoDEA - WIC Program Overseas 1.0
DoDEA - Funeral Honors for Veterans 49 OSD - Middle East Regional Security Studies 1.0
DoDEA - Special Education Support 4.9 WHS- Emergency Notification 1.0
OEA - Fort Ord Conversion Center 4.9 OEA - Washington Square Renovation 0.5
OEA - San Diego Conversion Center 4.9 DoDEA - Math Teacher Leadership 0.4
OSD - Armed Forces Retirement Home 49 CMP - Youth Development and Leadership Program 0.3
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- Classified Programs ($-73.3 million).

Special Programs ($-62.2 million):

- Emergency Classified Requirements ($-262.2 million) - Classified Programs initially financed by the FY 1999 Emergency
Supplemental Appropriation.

- Classified Project ($+200.0 million) — Wye River classified project.

- Classified Activities (NIMA, DIA, and NIMA) ($-11.1 million)

- Business Practice and Financial M anagement | mprovements ($+8.7 million):

- Washington Headquarters Service (WHS) ($+15.9 million) — Provides for the fielding of Defense Travel System.

- Defense Human Resources Activity (DHRA) ($-2.9 million) — Reduction results from efficienciesin DHRA.

- DoD Education Activity (DoDEA) ($-2.7 million) — Reduction in civilian personnel above the school level, reflecting
efficiencies in the operations of headquarters.

- Defense Human Resources Activity (DHRA) ($-2.2 million) — Results from reduction in interim civilian personnel system
support requirements as the Defense Civilian Personnel Data System (DCPDS) nears completion of fielding.

- Other Business Practices and Financial Management |mprovements ($+0.5 million).

- Information Technology (1 T) Security and Other Security I nitiatives ($+53.1 million):

- Defense Human Resources Activity (DHRA) ($10.2 million) — Funds enhancements of the Defense Enrollment Eligibility
Reporting System (DEERS), the Immunization Tracking System, TRICARE Denta Programs, and the Real-Time Automated
Personnel |dentification System.

- Defense Human Resources Activity (DHRA) ($17.4 million) — Funds the infrastructure needed to integrate the smart card
technology into the DEERS/RAPIDS infrastructure and to test and deploy the software. It aso provides funds to purchase the

DEFENSE-WIDE 47



OPERATION AND MAINTENANCE, DEFENSE-WIDE

cards and to support the steps necessary for the local registration stations to issue the smart card, including development of the
Public Key Infrastructure (PK1) token, as the DoD identification card for military, civilian, and contractor personnel.

Defense Security Service (DSS) ($+13.0 million) — Funds a 20 percent increase ($3.0 million) in industrial facility inspections
over the FY 1999 level. It aso funds Case Control Management System (CCMS) modifications and maintenance, including
the development of an interface with Federal Bureau of Investigation systems and the establishment of a program management
office to oversee CCMS' operation, maintenance, and replacement ($10.0 million).

Defense Threat Reduction Agency (DTRA) ($+11.7 million) — Supports the mission vulnerability assessments of critical C3l
assets and the provision of assessment training.

Defense Information Systems Agency (DISA) and Washington Headquarters Service (WHS) ($+10.2 million) — Enables the
Global Command and Control Systems, Global Combat Support Systems, and Electronic Business applications to meet DoD
PK1 policy requirements and to enhance PKI directory services.

WHS ($+5.0 million) — Funds completion of the outsourcing of the WHS/OSD help desk, network security, and other network
support previously performed by active duty personnel.

Defense Information Systems Agency (DISA) ($+5.8 million) — Increases coverage of software licenses in support of
information assurance and the protection of DoD systems and applications.

Defense Security Service (DSS) ($-13.8 million) — Results from the completion of the backlog of FY 1998 personnel security
investigation caseload carryover funded in FY 2000 ($-8.4 million) and a reduction in the backlog of industrial security
program periodic personnel background reinvestigations ($-5.4 million).

Defense Information Systems Agency (DISA) ($-12.3 million) — Results from the completion of the development of DMS
release 3.0 which provides classified messaging through Top Secret/SCI ($-6.8 million) and the completion of Government
Emergency Telecommunications Service enhanced features at the Local Exchange Carriers network ($-5.5 million).

Other Security Initiatives ($+5.9 million)..
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- Education ($+29.5 million):

- DoD Education Activity ($+17.2 million) — Accelerated implementation of full-day kindergarten and planned increase in the
ratio of teachersto pupils.

- DoD Education Activity ($+7.3 million) — Funds additional technology buys for classrooms.

- DoD Education Activity ($+5.0 million) — Funds enhanced security/anti-terrorism protection for the dependents schools.

- Command and Control ($+16.9 million):

- Defense Information Systems Agency (DISA) ($+12.9 million) — Provides funding 1) to establish a combined interoperability
test and standards program with the Joint Interoperability Test Command ($1.5 million), 2) to develop and field a new Global
Command and Control Systems release and the associated user training ($6.8 million) 3) and to ensure security for new Defense
Information Systems Network information systems and tel ecommunications technology ($4.6 million).

- Defense Information Systems Agency (DISA) ($+6.2 million) — Funds the Global Command and Control System’s intelligence
integration, testing, installation, training, and program oversight.

- Office of the Secretary of Defense (OSD) ($+4.1 million) - Increases funding for the Command Information Superiority
Architecture (CISA) support program to integrate into the enterprise information technology architecture and support the Joint
Forces Command co-evolvement of the Globa Information Grid (GIG) ($1.5 million). Also increases funding for the
Information Superiority Integration Support program to support C3ISR modeling and simulation assessments to support major
Defense reviews ($2.6 million)

- Office of the Secretary of Defense (OSD) ($+2.3 million) - Funds the Chief Information Officer program to meet the
requirements for securely managing DoD records in a knowledge management context, to expand the Portfolio Management
Process, and to support key Enterprise Architectures and Integration.

- Defense Information Systems Agency (DISA) ($+2.3 million) — Funds equipment maintenance and equipment purchases for the
White House Communications Agency to support the year 2000 Presidential campaign and the recapitalization and
modernization of several telecommunication networks and systems.
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- Defense Information Systems Agency (DISA) ($-10.0 million) — Results from one-time funding in FY 2000 for the expansion
of the Defense Information System Network.

- Defense Information Systems Agency (DISA) ($-9.1 million) — Results from implementation of the MILSTAR National
Command Authority voice conferencing capabilities, decreases in Enhanced Mobil Satellite Services operations costs; and
delayed development of service contracts for the Pacific and European Theater.

- Other Command & Control Program Changes ($+8.2 million).

- Threat Reduction ($8.6 million):

- Defense Threat Reduction Agency ($5.3 million) — Funds initiation of a DoD Weapons of Mass Destruction International
Counterproliferation Program; maintenance of INF and START monitoring operations at Votkinsk, Russia; and additional sites
in the International Monitoring System.

- European Relocation (DTRA) ($3.3 million) — Fund the relocation of the DTRA European Operations Division from
RhienrMain Air Force Base in Frankfurt, Germany, which is being closed, to the NathanrHale Army Depot in Darmstadit,
Germany.

- Other BA-4 Net Program Changes ($-29.8 million):

- FY 2000 Supplemental Funding ($-27.8 million) — Reduction in FY 2001 from the FY 2000 funding level associated with
Hurricane Floyd damage repair efforts at military installations along the eastern seaboard.

- Emmit J. Bean Federal Building project (DFAS) ($-20.1 million) — Reduction in FY 2001 due to the completion of the project
in FY 2000.

- Partnership for Peace/Warsaw Initiative (PfP/WI) (DSCA) Interoperability Program ($3.8 million) — Funds expansion of the
Partnership for Peace/WI interoperability program to include regiona environmental security issues, humanitarian and disaster
cooperation, Joint National Military Crisis Center, and common surveillance radar systems.

- Net Other BA-4 Program ($+14.3 million)
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Summary by Budget Activity

($in Millions)
FY 1999 Price Program FY 2000 Price
Actual Growth Growth Estimate Growth

Budget Activity 1 - Operating Forces

Subtotal 1,693.4 +20.6 -134.1 1579.9 +92.8
TJS 442.1 +7.0 -73.8 375. +33.2
USSOCOM 1,251.3 +13.6 -60.3 1,204.6 +59.6
Budget Activity 2 - Mobilization

Subtotal 354 04 3.8 39.6 +0.6
DLA 35.4 +0.4 +3.8 39.6 +0.6
Budget Activity 3 - Training and Recruiting

Subtotal 2027 +3.6 +40.2 2465 +5.6
AFIS 8.9 +0.2 +1.5 10.6 +0.2
DAU 94.8 +1.7 +4.7 101.2 +2.5
DFAS 26.8 +0.3 -10.1 17.0 +0.3
DHRA 28.2 +0.4 +31.4 60.0 +1.0
DSS 9.2 +0.2 -2.1 7.3 +0.2
DTRA 13 - -0.2 11 -
USSOCOM 33.6 +0.8 +15.0 49.4 +1.4

DEFENSE-WIDE

Program
Growth

-14.4
-13.8
-0.6

+10.6
+0.2
-3.3
-1.9
+17.3

-1.7

FY 2001

Estimate

|
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394.
1,263.6
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Actual
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Price

Growth

($.in Millions)

Program FY 2000
Growth Estimate

Budget Activity 4 - Administration and Servicewide Activities

Subtotal
AFIS

AT/DSP (No Year)

CMP
INTELL
DCAA
DFAS
DSS
DISA
DLA
DLSA
DoDEA
DHRA
DPMO
DSCA
DTRA
OEA
OoSsb
T3S
USSOCOM
WHS
OTHER

9,448.7
98.3
74.6

4,026.5

310.1
68.7
75.1

816.9

1,199.9

9.1

1,406.4

184.3
13.6
49.0

2315
34.1

462.2

128.5
45.2

2144

Total O&M, D-W 11,380.2

+256.4
+2.4

+0.9
+98.5
+12.2
+0.8
+1.2
+16.0
+40.2
+0.4
+56.2
+3.9
+0.4
+0.8
+3.9
+0.5
+11.0
+2.0
+0.8
+4.2

+281.0

+309.5 10,014.6
-7.4 93.
+371.7 371.7
+15.5 91.0
-25.6 4,099.4
+6.1 3285
-45.5 24.0
+52.1 128.4
-20.0 812.9
-39.6 1,200.5
+1.4 10.9
-374 1,425.2
-24.6 163.6
+0.5 14.4
+12.7 62.5
-49.0 186.3
+41.9 76.5
+2.0 475.2
+25 133.0
-4.2 41.9
+29.1 247.8
+27.4 27.4
+219.4 11,880.6

DEFENSE-WIDE

Price
Growth

+267.9
+1.8
+5.6
+1.4
+119.3
+12.5
+0.4
+1.4
+16.6
+35.9
+0.4
+41.3
+3.7
+0.4
+1.1
+4.8
+1.2
+11.1
+2.4
+1.1
+5.3
+0.4

+366.8

Program
Growth

-328.0
-0.6
-62.2
-4.0
-11.1
+7.6
-23.0
-2.8
-74.3
-91.9
+1.3
-32.3
+17.6

+4.0
+24.5
-55.2
-69.2
+24.2

+0.9
+46.3
-27.8

-327.4

FY 2001

Esimate

9,954.5
94.
315.0
88.4
4,207.6
348.7
14
126.9
755.2
1,144.5
12.6
1,434.2
184.9
14.8
67.6
215.6
22.5
417.1
159.6
43.9
299.3

11,920.1
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RESERVE COMPONENTS

($in millions)
FY 1999 Price Program FY 2000 Price Program
Actual Growth Growth Egimate Growth Growth
Army Reserve 1,246.0 +33.9 +190.5 1,470.4 +34.4 +16.6
Navy Reserve 970.3 -25.5 +18.8 963.6 +92.8 -95.5
Marine Corps Reserve 126.6 +2.2 +9.4 138.3 +4.9 -9.2
Air Force Reserve 1,778.9 +16.3 -21.9 1,773.3 +171.8 -59.3
Army National Guard 2,779.3 +61.2 +320.4 3,161.0 +77.9 -56.6
Air National Guard 3,213.6 _-35 +14.8 3,224.9 +287.4 -66.0
Total 10,114.7 +84.6 +532.1 10,7315 +669.2 -270.0

FY 2001
Egimate
1521.4
960.9
134.0
1,885.9
3,182.3
3,446.4
11,130.9

The Operation and Maintenance appropriation provides funding for operating Reserve Components forces and maintaining their assgned
equipment in a state of readiness which will permit rgpid deployment in the event of full or partid mobilization. Reserve Component personnel
maintain adequate skill levels in highly technica specidties through training during weekend drills and active duty training. Concurrently, the
Reserve Components contribute significant support to a variety of Active misson areas. The FY 2001 budget request of $11,130.8 million for
the Reserve Forces includes price growth of $669.2 million and net program decrease of $270.0 million (2.4 percent) below the FY 2000
funding levd. Summary program data for the Reserve Components is displayed below.
Reserve Forces Program Data

Selected Reserve End Strength

Civilian Personne Full-Time Equivalents (FTES)
Military Technicians Included Above

Ship Inventory (End FY')

Steaming Hour s (000)

Total Aircraft Inventory (TAI)

Primary Authorized Aircraft (PAA)

Flying Hour s (000)

FY 1999
Actual
870,917

75,840
(62,121)

28

40

4,292

4,196

946

Change

-6,773
-218
(+167)
-1
-196
-2
+147

RESERVE COMPONENTS

FY 2000

Egsimate

864,144
75,622
(62,288)

27
40
4,096
4,194
1,003

Change
+1,556
-774
(-184)
-1
-4
+5

FY 2001

Egsimate

865,700
74,848
(62,104)
26

36
4,101
4,194
1,093
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ARMY RESERVE

Program/Price Growth. The FY 2001 budget request for the Army Reserve increases by $51 million fromthe FY 2000 level. This increase
istheresult of an increase of $34.4 million for price growth, a decrease of $19.9 million for transfers, and net program increases of $36.5 million
(2.5 percent).

Program Discussion. The Army Sdlected Reserve end strength remains level between FY 2000 and FY 2001 at 205,000. The FY 2001
budget includes a decrease of $19.9 million, which was redligned to Reserve Personnd, Army ($17.6 million) for pay and alowances and to
O&M, Army ($2.3 million) for centrdized stock fund management. Program increases include $28.4 million for increased OPTEMPO to
support the Army’s Firg to Fight funding priorities, $15.7 million for base operations, and $6.3 million for force training support. Funding for
maintenance of real property decreases by $12.2 million and funding for recruiting and advertisng decreases by $6.7 million from FY 2000 to
FY 2001 due to congressiond addsin FY 2000. Other net increases tota $5.0 million which indudes increases for information management
($3.7 million) and red property services ($3.5 million) and a decrease for personne adminigtration ($3.0 million).

Army Reserve Program Data

FY 1999 FY 2000 FY 2001

Actual Change Estimate Change Estimate

Total Selected Reserve End Strength 206,836 -1,836 205,000 - 205,000
Civilian Personne (FTES) 10,601 -161 10,440 -272 10,168
Technicians Included Above) (6,507) (-57) (6,450) (-221) (6,229)
Total Aircraft Inventory (TAI) 133 -1 132 +3 135
Primary Authorized Aircraft (PAA) 128 +24 152 - 152
Flying Hour s (000) 29 +17 46 -2 44
Major Ingallations 6 - 6 - 6
Reserve Centers 809 - 809 - 809
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NAVY RESERVE

Program/Price Growth. The FY 2001 budget request for the Navy Reserve decreases by $2.7 million from the FY 2000 levd. This
decrease is the net of an increase of $92.8 million for price growth, a net decrease of $69.0 million for functiond transfers, and a program
decrease of $26.5 million (2.7 percent).

Program Discussion. The Navy Selected Reserve end strength decreases from 89,134 in FY 2000 to 88,900 by the end of FY 2001. The
FY 2001 request includes a net decrease of $69.0 million due to functiond transfers associated with the transfer of the JFK aircreft carrier to
the active duty Navy ($-58.4 million); atransfer of funding to RDT& E for systems development ($-6.6 million); a transfer to Reserve Personnd,
Navy for Military Funerd Honors Duty ($-3 million); the redignment o the Cargo Handling and Port Group (CHAPGRU) support mission to
the active duty Navy ($-1.3 million), and other miscellaneous transfers in and out (+.3 million). The FY 2001 request also includes reductions
of $24.0 million for base support due primarily to one-time congressiond increases ($-14.7 million) and savings asociated with ongoing
efficiencies and downsizing efforts ($-6.3 million); a reduction of $19.9 million for Servicewide Communications due primarily to decreased
costs for the Navy Standard Integrated Personnel System (NSIPS) program ($-9.9 million) and savings associated with the consolidation of
Central Design Activities ($-8.7 million); and a $5.0 million reduction in Other Ship Operations. Also reflected is an increase of $22.6 million in
red property maintenance to achieve readiness levelsin nonBQ facilities,

Navy Reserve Program Data

FY 1999 FY 2000 FY 2001

Actual Change Egimate Change Egtimate

Total Selected Reserve End Strength 89,172 -38 89,134 -234 88,900
Civilian Personnd (FTES) 2,053 -87 1,966 -127 1,839
Primary Authorized Aircraft (PAA)* 435 -17 418 -10 408
Flying Hour s (000) 172 +2 174 -3 171
Ship Inventory 28 -1 27 -1 26
Steaming Hour s (000) 40 - 40 -4 36
Reserve Centers 159 -2 157 - 157
Major Ingallations 6 - 6 - 6

* Total Aircraft Inventory isincluded under active Navy.
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MARINE CORPS RESERVE

Program/Price Growth. The FY 2001 budget request for the Marine Corps Reserve (MCR) decreases by $4.4 million from the FY 2000
level. Thisdecreaseisthe net of an increase of $4.9 million for price growth and a program decrease of $9.2 million (6.5 percent).

Program Discussion. The FY 2001 request supports manpower levels of 39,500 military end strength and 157 civilian full-time equivdents.
The decrease in programmatic funding is mainly associated with one-time FY 2000 congressional enhancements ($15.6 million). Other
programmetic decreases include mandated QDR support reductions ($.8 million), Reserve Trangportation Of Things (TOT) reguirements
($1.2 million), and Supplies and Materids ($.2 million). These programmatic decreases are offsat by increased funding for the initid issue
program for individua combat equipment ($5.1 million), for the replenishment and replacement of critica equipment and Authorized Medical
Allowance List (AMAL) and Authorized Dentd Allowance List (ADAL) issues ($2.2 million), and for other base operationd support “must pay
bills’ ($1.3 million).

Marine Corps Reserve Program Data

FY 1999 FY 2000 FY 2001

Actual Change Egimate Change Egtimate

Total Selected Reserve End Strength 39,953 -329 39,624 -124 39,500
Civilian Personnd (FTES) 152 +8 160 -3 157
Primary Authorized Aircraft (PAA)* 185 +1 186 -1 185
Flying Hour s (000) 44 +5 49 -2 47
Divisons 1 - 1 - 1
Training Centers 188 - 188 - 188

* Total Aircraft Inventory isincluded under active Navy.

Note: Marine Corps Reserve flying hours are funded by O& M, Navy Reserve.
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AlIR FORCE RESERVE

Program/Price Growth. The FY 2001 budget request for the Air Force Reserve increases by $112.6 million from the FY 2000 levd. This
increaseis the result of an increase of $171.8 million for price growth and a net program decrease of $59.3 million (3.0 percent).

Program Discussion. The FY 2001 budget request supports a manpower leve of 74,300 military end strength and 14,868 civilian full-time
equivalents. The FY 2001 budget includes an increase for second destination transportation expenses ($13 million) to suypport training
operations. This increase is offset by program decreases due to one-time congressiond increases for red property maintenance, base
operations, and recruiting and advertising ($24 million); a decrease in engine maintenance for the G-141 and C-130 aircraft ($19.3 million); a
decrease in information technology funding due to aone-time increase in FY 2000 to improve information technology capabilities ($15 million);
adecrease in facility maintenance ($7 million); and other changesiin civilian personnel, supplies and contract services costs ($-4.8 million).

Total Selected Reserve End Strength

Civilian Personne (FTES)
(Technicians Included Above)

Total Aircraft Inventory (TAI)

Primary Authorized Aircraft (PAA)

Flying Hour s (000)

Major Ingallations

Air Force Reserve Program Data

FY 1999
Actual Change

71,772 1,936
14,728 +295
(9,210) (+630)
445 +11

393 +1

122 +17

13 -

RESERVE COMPONENTS

FY 2000 FY 2001
Egimate Change Egimate
73,708 +592 74,300
15,023 -155 14,868
(9,840) (+32) (9,872)
456 -6 450
394 - 394
139 -2 137
13 - 13
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ARMY NATIONAL GUARD

Program/Price Growth. The FY 2001 budget request for the Army National Guard increases by $21.3 million fromthe FY 2000 levd. The
total increase isthe result of anet increase of $77.9 million for price growth and a program decrease of $56.6 million (1.8 percent).

Program Discusson. The FY 2001 budget provides the training and operations for Selected Reserve end strength of 350,000. Major
program changes include an increase in Ground OPTEMPO and the Flying Hour Program ($23 million). For FY 2001, the flying hour
program is funded at 100 percent for units with assgned aircraft, which provides 9.2 hours per aircrew per month in accordance with the
Army’s training strategy. Ground OPTEMPO is funded at 98 percent of vaidated requirements. The FY 2001 budget also provides for an
increase for recruiting and advertisng ($11 million) and an increase in red property maintenance ($5.2 million). A $97.1 million reduction in
FY 2001 is the result of projected savings to be generated from management changes related to working capital fund purchases. Other
programmatic changes to saff management, personnd administration, and information management result in an increase of $1.3 million.

Army National Guard Program Data

FY 1999 FY 2000 FY 2001

Actual Change Egimate Change Egtimate

Total Selected Reserve End Strength 357,469 -7,469 350,000 - 350,000
Civilian Personnd (FTES) 23,830 -22 23,808 +178 23,986
(Technicians Included Above) (23,339) (-48) (23,291) (+170) (23,461)
Total Aircraft Inventory (TAI) 2,380 -186 2,194 -11 2,183
Primary Authorized Aircraft (PAA) 2,071 +6 2,077 - 2,077
Flying Hour s (000) 268 +95 363 +6 369
Training L ocations 283 - 283 - 283
Divisons 8 - 8 - 8
Brigades 15 - 15 - 15
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AIR NATIONAL GUARD

Program/Price Growth. The FY 2001 budget request for the Air National Guard (ANG) increases by $221.5 million from the FY 2000
level. This change includes a price increase of $287.4 million and a program decrease of $66.0 million (1.9 percent). Included in this program
reduction are functiond transfersinto and out of the O& M, ANG appropriation equaing $-15.1 million.

Program Discusson. The FY 2001 budget request supports 88 flying units, 375,093 flying hours, and 23,803 civilian end strength. The
FY 2001 funding increases support the acceleration of F16 safety upgrades ($32.1 million), the converson to two F-16 traning units
($12.2 million), the additiond F16, B-1 and G130 arcraft/engine maintenance requirements ($10.9 million), and additiona red property
maintenance funding to bring the ANG to 1 percent of plant replacement value ($6.0 million). Other growth is for the 16 generd purpose
forces unit conversion activity ($3.6 million) and for the ANG' s participation in space operations ($3.3 million). The FY 2001 budget reflects a
decrease of $50.2 million due to one-time congressiond increasesin FY 2000 for air operations and recruiting and advertisng. Other program
reductions include the completion of the FALCON UP program on F16C/D arcraft, structura repairs to the C-5, and fewer arcraft
maintenance and engine overhauls scheduled in FY 2001 @&-26 million); the full year impact of converting two F-16 air defense units
($-16.8 million); reduced nonrecurring supply and equipment requirements for one unit that converted to CG-130 arcraft beginning in FY 1999
($-11.8 million); fewer depot level reparables required for F-15 and K C-135 aircraft because of the time change schedules and the transition to
two level maintenance ($-9.1 million); and lower flying hour and maintenance codts attributed to using a G5 training smulaor beginning in
FY 2001 ($-5.5 million). The decrease of one mgor ingtdlation and the increase of one operating location reflects the transfer of Buckley
ANG Base to the Active Duty.

Air National Guard Program Data

FY 1999 FY 2000 FY 2001

Actual Change Egimate Change Egtimate

Total Selected Reserve End Strength 105,715 +963 106,678 +1,322 108,000
Civilian Personne (FTES) 24,476 -251 24,225 -395 23,830
(Technicians Included Above) (23,065) (-358) (22,707) (-165) (22,542)
Total Aircraft Inventory (TAI) 1,340 -28 1,312 +21 1,333
Primary Authorized Aircraft (PAA) 1,170 +1 1,171 +9 1,180
Flying Hour s (000) 314 +23 337 -1 336
Major Ingallations 3 - 3 -1 2
Other Operating L ocations 215 - 215 +1 216
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DEFENSE HEALTH PROGRAM

($in Millions)
FY 1999 Price Program  FY 2000 Price Program  FY 2001
Actual Growth Growth Egimate  Growth  Growth Esimate

Operation & Maintenance (O& M) 10,083.7 +356.3 +287.5 10,7275  +396.9 +120.1 11,244.5
RDT&E 38.4 +0.5 +231.3 270.2 +4.1 -208.4 65.9
Total DHP 10,525.1 +373.3 +421.6 11,3200  +413.9 -133.5 11,600.4

The medical mission of the Department of Defense (DoD) is to maintain readiness by providing medica services and support to the armed forces
during military operations and to provide medica services and support to members of the armed forces, their dependents, and other beneficiaries
entitled to DoD hedth care. The Defense Heath Program (DHP) appropriation supports worldwide medical and denta services to the active
forces and other digible beneficiaries, veterinary services, medicd command headquarters, graduate medica education for the training of medica
personnel, and occupationa and industrial hedlth care.

The Department’s managed care program, caled “TRICARE”, is desgned to provide military families with access to qudity care that is cost-
effective. The TRICARE program provides medical care to about 8 million beneficaries through a network of 81 military hospitas, 514 military
clinics, and 7 regional Managed Care Support (MCS) contracts vaued at about $4.0 hillion. The TRICARE program offers a triple option benefit:
(1) TRICARE Prime, a Hedth Maintenance Organization (HMO) style benefit requiring beneficiary enroliment; (2) TRICARE Extra, a Preferred
Provider Organization (PPO) style benefit; and (3) TRICARE Standard, a fee-for-service option.

The FY 2001 budget includes funds for sgnificant new requirements in the DHP for both FY 2000 and FY 2001. These include in-house
pharmacy (FY 2000, $153.9/FY 2001, $174.7 million), fact-of-life changes in the MCS contracts (FY 2000, $195.3/FY 2001, $153.1 million),
and anew congressiond requirement for custodia care (FY 2000, $20/FY 2001, $20 million). To cover the increased requirements in FY 2000,
the FY 2001 President’s Budget request includes a FY 2000 reprogramming into the DHP O&M program of $256.7 million -- $228.2 million
from the Services and $28.5 million from the DHP Procurement to the DHP O&M program. To partidly finance the increased requirements in
FY 2000 for pharmacy, contracts, and custodia care, the DHP reduced or deferred funding for lower priority programs such as non-patient travel,
real property maintenance, and ongoing information management efforts. Building on the revised FY 2000 funding leve, the FY 2001 President’s
Budget adds funding for two new benefits for active duty family members. (1) $30 million to expand TRICARE Prime Remote to improve access
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to health care and lower out-of-pocket costs for active duty family members who do not live near military trestment facilities and (2) $50 million to

eliminate co-paysfor dl active duty family members enrolled in TRICARE Prime.
Operation & Maintenance Program

($1n Millions)

FY 1999 Price Program  FY 2000 Price Program  FY 2001
Actual Growtl Growth Edstimate Growth Growth Edgimate

Funding Summary

In-House Care 3,3949 +133.8 +230.6 3,759.3 +142.7 +53.2 3,955.2
Private Sector Care 4,169.1 +166.6 +58.1 4,393.8 +180.1 +85.1 4,659.0
Information Management 262.4 +3.1 +47.5 313.0 +4.7 +9.1 326.8
Education & Training 311.9 +9.3 -7.0 314.2 +9.8 -22.4 301.6
Management Activities 176.1 +3.3 -0.5 178.9 +3.5 +14.6 197.0
Consolidated Health Support 915.0 +26.0 -46.7 894.3 +35.1 -68.3 861.1
Base Operations 854.3 +14.2 +5.5 874.0 +21.0 +48.8 943.8

Total 10,083.7 +356.3 +287.5 10,7275 +396.9 +120.1 11,2445

Program/Price Growth

The DHP O&M funding level increases from FY 2000 to FY 2001 by $517.0 million, reflecting price growth of $396.9 million and a net program
increase of $120.1 million (1.1 percent). The $120.1 million program increese is composed of increases of $35.1 million for private sector care,
$37.7 million for advances in medical science, $15.5 million for Military Trestment Facility (MTF) pharmacy, $48.8 million in base operations, and
$44.7 million for information management. These increases are partialy offset by a decrease of $108.1 million for FY 2000 congressiond adds not
continued in FY 2001 and $3.6 million for other programs.

In-House Care

In-house care totals $3,955.2 million in FY 2001 and provides for the ddlivery of carein MTFs worldwide. The program includes care in medica
centers, gation hospitas, clinics, and dental care activities. Between FY 2000 and FY 2001, funding increases by $195.9 million with a price
growth of $142.7 million and a net program increase of $53.2 million. The program increase includes $37.7 million for advances in medica
science, $15.5 million for MTF pharmacy, and $19.8 million to partidly restore the previous year's deferra of travel, equipment and information
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management efforts. These program increases are partialy offset by decreases of $9.2 million for infrastructure reductions and $10.6 million for

FY 2000 congressiond adds that are not continued into FY 2001.
Private Sector Care

Private Sector Care includes Managed Care Support (MCS) contracts, the CHAMPUS program, Uniformed Services Family Hedth Plan
(formerly known as Uniformed Service Treatment Facilities (USTFs)) and supplementa/emergency care.  Under the MCS contracts and
CHAMPUS, active duty families and retirees (not digible for Medicare) and their families can individudly obtain medicd and dental care from
civilian sources a the government’ s expense, after satisfying applicable enrollment fees, deductibles, and co-payments. Currently, there are seven
MCS contracts that deliver health care nationwide to the military and their dependents. The MCS contractors are responsible for the purchase of
TRICARE standard fee-for-service benefits and coordinating the care between MTFs and civilian providers. Between FY 2000 and FY 2001,
private sector care increases approximately $265.2 million from $4,393.8 million to $4,659.0 million. This funding increase includes a price
increase of $180.1 million and a program increase of $85.1 million. The MCS contracts experience a program increase of gpproximately
$138.0 million, which is the result of numerous fact-of-life changes to include patient demographics and economic changes as well as proposed
benefit changes. The USFHP and supplement/emergency care programs increase by $1.5 million. Offsetting program decreases of $54.4 miillion
result primarily from estimated fewer TRICARE standard claims being processed in FY 2001 than in FY 2000 and a reduction in the amount of
Continuing Hedlth Education/Capitalization of Assets Program claims from private sector facilities.

I nfor mation M anagement

This program, totaling $326.8 million in FY 2001, focuses on the development and deployment of standardized systems to ensure close integration,
interoperability, and commondity of information management throughout the military hedth sysem. Between FY 2000 and FY 2001 information
management increases by $13.8 million, reflecting price growth of $4.7 million and a program increase of $9.1 million. Program funding increases
include $29.4 million to support the sustainment costs related to Composite Hedth Care System 1l deployment, $2.2 million to support Theater
Medicd Information Program (TMIP) implementation, and $17.5 million for programs deferred from FY 2000. Partidly offsetting program
decreases include $35.6 million for congressiona adds in FY 2000 which are not carried forward into FY 2001 and $4.4 million for a functiond
reglignment from the O& M, DHP budget activity to the RDT& E, DHP budget activity for RDT& E information management efforts.

Education & Training

This program, totaling $301.6 million in FY 2001, provides support for worldwide medica education and training for active duty personnd, civilian
medica personnd, and students. Between FY 2000 and FY 2001, funding decreases by $12.6 million, reflecting price growth of $9.8 million and
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a program decrease of $22.4 million. Program decreases include $26.2 million for FY 2000 congressiona adds that are not continued into
FY 2001 and $8.6 million of savings for outsourcing initiatives. These decreases are patidly offset by program increases of $11.2 million to
restore travel, equipment and supplies deferred from FY 2000 to fund higher priority patient care requirements and $1.2 million for hedth
professon scholarships to achieve force structure targets. The budget continues to fund the Uniformed Services Univeraty of the Hedlth Sciences
(USUHY) at higorica levels.

M anagement Activities

This program, totaing $197.0 million in FY 2001, includes the TRICARE Management Activity (TMA) and the medica commands. These
headquarters activities oversee the ddlivery of DoD hedthcare worldwide. Between FY 2000 and FY 2001, funding increases by $18.1 million of
which $3.5 million is price growth and $14.6 million is a program increese. Program increases include $6.5 million for the redlignment of the Air
Force Mgor Command Medical Management Headquarters to the DHP, $6.1 million to partialy restore previous year deferrd of travel and
information management, and $2.0 million to expand the Computer Accommodations Program to non-DoD agencies.

Consolidated Health Support

This program, totaling $861.1 million in FY 2001, includes support functions such as occupationa hedlth, strategic aeromedica evacuation,
pathology, examining activities, regiona health care management functions and veterinary service. Between FY 2000 and FY 2001, thisfunding
decreases by $33.2 million. This reduction reflects a price growth of $35.1 million and a program decrease of $68.3 million. The net program
decrease includes program increases of $47.8 million and program decreases of $116.1 million. Program decreasesinclude: $62.5 million to
reflect atransfer-out of the non-strategic airevac program from the DHP O&M to the Air Force; $35.7 million for congressiona adds that are not
continued in FY 2001; $8.7 million of equipment purchases that are deferred in order to pay higher priority DHP items; $2.2 million to reflect
savings redized through Lead Agent reductions; and $7.0 million for other reduced programs. Program increasesinclude: $8.0 millionfor the
Weapons of Mass Destruction readiness exercise; $10.0 million to conduct HIV prevention education activities in conjunction with African
militaries, $28.2 million to restore funding for travel, equipment and information management, and $1.6 million for other programs that were
deferred from FY 2000.

Base Oper ations

This program, totaling $943.8 million in FY 2001, includes funding for the operation and maintenance of 81 hospitals and 514 dinics. Funding
increases $69.8 million from FY 2000 to FY 2001. Thisincrease reflects a price growth of $21.0 million and a program increase of $48.8 million.

DEFENSE HEALTH PROGRAM 63



DEFENSE HEALTH PROGRAM

Program increases include $69.3 million to fund Redl Property Maintenance (RPM) at 2.5 percent of overdl plant replacement value, $2.4 million
to restore funding for travel and information management, and $0.2 million for other programs that were deferred from FY 2000. The program

increases are partialy offset by a decrease of $23.1 million for areduction in defense financiad accounting services
Procurement Program

($in Millions)
FY 1999 Price Program  FY 2000 Price Program  FY 2001
Funding Summary Actual Change Change  Edimate Change Change  Edimate
Medical Equip -
Replacement/M oder nization 375.1 +15.4 -82.2 308.3 +12.3 -55.6 265.0
Medical Equip - New Facility
Outfitting 27.9 +1.1 -15.0 14.0 +.6 +10.4 25.0
Total 403.0 +16.5 -97.2 322.3 +12.9 -45.2 290.0

The DHP aso funds procurement of capital equipment in support of the DoD hedlth care program in military medica trestment facilities and other
hedth activities worldwide. It includes equipment for initid outfitting of new, expanded, or dtered hedth care fadlities. Also funded is
modernization and replacement of equipment past its useful life and automated equipment (IM/IT) in support of the TRICARE Management
Activity. In FY 2001, funding for procurement of capital equipment decreases from $322.3 million to $290.0 million, a decline of $32.3 million.
This funding decrease is the net of an increase of $12.9 million for price growth and a program reduction of $45.2 million. The program decrease
primaxily reflects the functiond redlignment of $61.5 million in replacement and modernization for medicd information system to the DHP Research,
Development, Testing and Evauation budget activity. This $61.5 million transfer out is partialy offset by a program increase of $10.4 million for
initia outfitting of gpproved military congtruction projects and of $5.9 million for other replacement and modernization equipment that was deferred
in FY 2000.

Rescar ch, Development, Test and Evaluation (RDT & E) Program

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Funding Summary Actual Change Change Egimate Change Change Egimate
RDT&E 38.4 +0.5 +231.3 270.2 +4.1 -208.4 65.9

This program reflects congressiona one-time medica research efforts for FY 1999 and FY 2000. In FY 2001, the $65.9 million funds informetion
management developmenta costs that were functionaly realigned into the DHP RDT& E budget activity from the DHP O&M and DHP
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Procurement budget activities. The god of the Military Hedth System (MHS) information management program is to support military medica
readiness through the development of Mgor Automated Information Systems that support functiona hedlth program aress.

Program Data
FY 1999 FY 2000 FY 2001
Actual Change Edimate Change Edimate
Organic Medical Programs
HospitalsMedical Centers 93 -5 88 -7 81
Clinics 519 -3 516 -2 514
Dispositions (000) 294 -11 283 -3 280
Inpatient Work Units (000) 326 -4 322 -3 319
Occupied Bed Days (000) 1,018 -35 983 -11 972
Average Length of Stay (Days) 3.46 +.02 3.48 0 3.48
Ambulatory Vists (000) 32,426 -683 31,743 -406 31,337
Training Workloads
USUHS 664 +1 665 +4 669
Other Education & Training 53,457 +4,193 57,650 +4,677 62,327
Health Professionals Scholar ship Program/
Financial Assistance Program 4,467 +22 4,489 +31 4,520
Civilian Personnd FTEs
U.S. Direct Hire 37,831 -894 36,937 -834 36,103
Foreign National Direct Hire 630 _-93 537 _-4 533
Total Direct Hire 38,461 -987 37,474 -838 36,636
Foreign National Indirect Hire 1541 +170 1,711 _-19 1,692
Total 40,002 -817 39,185 -857 38,328
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Military Personnd End Strength
Officers
Enlisted
Total

Eligible Beneficiary Population (000)
Active Duty
Dependents of Active Duty
Dependents of Retirees Under 65
Retirees Under 65
Beneficiaries Over 65
Total

User Population (000)
Active Duty
Dependents of Active Duty
Dependents of Retirees Under 65
Retirees Under 65
Beneficiaries Over 65
Total

M anaged Car e Support (MCS) Contracts (000)
Total CHAMPUS Eligibles
Total CHAMPUS Users

DEFENSE HEALTH PROGRAM

FY 1999
Actual Change
33,038 -344
61,480 -1,766
94,518 -2,110
1,549.1 -17.7
2,179.5 +11.5
1,918.9 -14.9
1,149.2 -12.8
1,370.6 +53.8
8,167.3 +19.9
1,549.1 -17.7
2,081.6 +9.7
1,191.5 -0.8
703.4 -8.2
339.6 +12.4
5,865.2 -13.6
5,247.6 -16.3
3,976.6 -8.3
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FY 2000

Esimate

32,694
59,714
92,408

1,531.4
2,191.0
1,904.0
1,136.4
1424.4
8,187.2

1,531.4
2,091.3
1,181.7
695.2
352.0
5,851.6

5,231.3
3,968.3

Change

-91
+88
-3

-11.4
-13.4
-17.6
-14.3
+50.7
-6.0

-11.4
-12.7
-10.5
-84
+12.9
-30.1

-45.1
-31.7

FY 2001
Egimate

32,603
59,802
92,405

1,520.0
2,177.6
1,886.4
1,122.1
1475.1
8,181.2

1,520.0
2,078.6
1,171.2
686.8
364.9
5,821.5

5,186.2
3,936.6
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DRUG INTERDICTION AND COUNTERDRUG ACTIVITIES, DEFENSE

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egtimate
820.6* +10.8 +99.7 931.1 +16.8 -111.6 836.3

* Included for comparability, these funds were transferred to other Defense appropriations for execution.

Note: The FY 2000 funding excludes the $10.8 million that the Congress directed to be transferred to the Military Construction, Air Force appropriation for study, planning,
design, architect and engineering services at the forward operating locations in the area of responsibility of the U.S. Southern Command.

The Department of Defense continues to pursue a wide range of activities in support of the counterdrug objective directed in the Presdent’s
National Security Strategy of the United States, “...to reduce the flow of illegd drugs into the United States by encouraging reduction in
foreign production, combating internationd traffickers, and reducing demand a home.” Additiondly, the 1999 Nationd Drug Control Strategy
outlines five mgor gods. (1) educate and enable America's youth to reect illegd drugs and substance abuse; (2) increase the safety of
America s citizens by substantialy reducing drug-related crime and violence; (3) reduce the hedlth and socid costs of illegd drug use; (4) shidd
America s air, land, and sea frontiers from the drug threat; and (5) bresk foreign and domestic sources of supply. While DoD supports dl five
gtrategic goals, the majority of DoD’ s resources are dedicated to goas4 and 5.

The plans and programs of the Department congtitute an integrd part of the U.S. Government’s international and multi-agency approach to
counter the flow of illegd drugs into the United States and fulfill an essentia role in our nation's fight againg illegd drugs. This misson indudes
the following responshilities which have been legidated by Congress (1) to act as the single lead federd agency for the detection and
monitoring of aerid and maritime trangt of illega drugs into the United States in support of law enforcement agencies, (2) to integrate command,
control, communications, and technica intelligence assets of the federd government that are dedicated to drug interdiction into an effective
communications network; (3) to gpprove and fund Governors State Plans for expanded use of the National Guard, when not in federa service,
in support of drug interdiction and counterdrug activities, authorized by the laws of the state concerned; (4) to train personnel; (5) to establish
operating bases; and (6) to transport, maintain, and repair equipment of United States and foreign law enforcement agencies.

The Counterdrug (CD) Program is funded through the Drug Interdiction and Counterdrug Activities, Defense appropriations, which is a centra
transfer account (CTA) with a single budget line that accounts for al associated CD resources with the exceptions of the Active components
military personnd, military congtruction, and Service OPTEMPO. The CTA provides inherent flexibility for the Department’s CD program to
effectively respond to the dynamic nature of the counterdrug threet. The OPTEMPO portion of the CD program (estimated at $162 million in
FY 2000 and $156 million in FY 2001) is budgeted in the Services O&M accounts but supports the President’s National Counterdrug
Strategy. Further, OPTEMPO is managed by the DoD Drug Coordinator as an integra part of the Department’s CD effort. Additiondly, in
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FY 2001, there is $77.9 million for counterdrug Forward Operating Location congtruction that is requested in the Military Congtruction,
Defense-Wide appropriation.

Funding Summary: The Depatment of Defense has budgeted the following resources in the Drug Interdiction and Counterdrug Activities,
Defense appropriation to support mgor goas of the Nationa Counterdrug Strategy .

FUNDING BY GOAL
($in Millions) Net
FY 1999 Price Program  FY 2000 Price Program FY 2001 FY 00-01
Egimate  Growth Growth  Edgimate  Growth Growth Egimate  Change

1. Educate Americas Youth 244 +0.3 +1.8 26.5 +0.4 -3.9 23.0 -35
2. Increase Sefety of Citizens 124.3 +14 -13.0 112.7 +1.7 -32.4 82.0 -30.7
3. Reduce Hedlth & Socia Costs 70.6 +0.4 +3.6 74.6 +1.2 -1.0 74.8 +0.2
4. Shiddd Americas Frontiers 350.2 +6.0 -21.6 334.6 +7.4 -25 339.5 +4.9
5. Break Drug Sources of Supply 251.1 +2.7 +128.9 382.7 +6.1 -71.8 317.0 -65.7
Total 820.6 +10.8 +99.7 931.1 +16.8 -111.6 836.3 -94.8

The FY 2000 DoD funding level includes $98.4 million for U.S. enhanced support to Colombia.  This funding is included as pat of the
$1.6 hillion Emergency Supplementa for Colombia  (The Supplemental adso includes $38.6 million for arfield congtruction a the Forward
Operating Location in Manta, Ecuador in Military. This funding is requested in the Military Congtruction , Defense-Wide appropriation). In
FY 2001, the Department has budgeted $41.4 million for DoD support for Plan Colombia. This additiond funding is part of a multi-year
interagency effort to support Plan Colombia - a comprehensive, integrated response to curb narcotics trade and_bring peace and gtahility to
Colombia and the region. The resources will be used primarily to enhance Colombia's ability to interdict narcotrafficking by air; and train and
equip two additional Counternarcotics Battalions, and enhance ground interdiction capability.

The Department's CD program request for FY 2001 for the CTA reflects price growth of $16.8 million and a program decrease of

$111.6 million ¢11.8 percent). The program decrease is the net effect of one-time congressond adds in FY 2000 of $100.7 million and
program reductions of $10.9 million.
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In addition to funding Plan Colombia, the budget request includes funding for U.S. Southern Command’'s (USSOUTHCOM) extensive
reorganization necesstated by implementation of the 1977 Panama Canad Tresty. The USSOUTHCOM has restructured its theater
architecture in support of its counterdrug misson and has streamlined operations by merging JATF-East and JATF-South; consolidating
Caribbean Regiona Operations Center (CARIBROC) and Southern Regiona Operations Center (SOUTHROC); and developing Forward
Operating Locationsto aid trangit and source zone operations. For FY 2001, the Drug Interdiction and Counterdrug Activities, Defense centra
transfer account funds will be alocated as follows:

Goal 1: Education America’s Youth

0

In FY 2001: $23.0 million isrequested for the Nationa Guard State Plans and Service outreach programs ($22.5 million) and the Young
Marines outreach program ($.5 million). Funding for this god reflects a program decrease of $3.9 million, primarily reflecting the funding of
the young Marines Outreach program at $.5 million in FY 2001 vice the $4.6 million levd that was funded by a congressond add in
FY 2000.

Goal 2: Increase ‘ Safety of Citizens

0

In FY 2001: $82.0 million is requested for DoD support to federd, state, and loca drug law enforcement agencies (DLEAS) requests for
domestic operationa and logistical support. Thisfunding will assst the DLEAsin ther efforts to reduce drug-related crime. Of this amount,
$64.6 million isfor Nationd Guard State Plans, $2.2 million is for the Regional Counterdrug Training Academy (RCTA), $2.4 million is for
the congressiondly-directed Florida Nationd Guard Multi-durisdictional Counterdrug Task Force Academy in &t. Petersburg, $7.8 million
is for Joint Task Force (JTF)-6 and reserve support to DLEAS, $1.9 million is for Command, Control, Communication, Computers, and
Intelligence (C4l) support, and $2.9 million is for non-operationa support. The net program reduction of $32.4 million results primarily
from a one-time FY 2000 congressional increase of $32.9 million for Nationd Guard State Plans, Multi-durisdictional Task Force, Gulf
States Counterdrug Initiative Programs, Counternarcotics Center at¢ Hammer, and Northeast Counterdrug Center.

Goal 3: Reduce Health & Social Costs

O

In FY 2001: $74.8 million is requested for the continued support of DoD Demand Reduction Programs.  These funds support drug testing
for active duty military, Nationd Guard and Reserve personnd, and DoD civilian employees; drug abuse prevention/education activities for
military and civilian personnd and their dependents; and drug trestment for military personnel. The net program decrease of $1.0 million is
due primarily to completion of development of improved sampling containers.
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Goal 4: Shidd America’sFrontiers

O

In FY 2001: $339.5 million is designated to execute counterdrug detection and monitoring programs to assst U. S. law enforcement
agenciesto counter the flow of drugsin trangit into Puerto Rico and the Virgin Idands and across the U.S. Southwest border into the United
States. Of thisamount, $59.0 million is for C4l support in the trangt zone and dong the Southwest border; $141.8 million is for detection
and monitoring platforms and assets; $7.7 million is for Ground Based End Game Operations in Mexico; $47.0 million is for Nationa Guard
State Plans; $45.0 million isfor JTF-6 and Reserves operationa support to DLEAs dong the Southwest border and in Puerto Rico and the
Virgin Idands; $24.7 millionis for Signas Intelligence (SIGINT) collection and processing; and $14.4 million is for non-operationa support
to include research and development activities. There is net program decrease of $2.5 million in FY 2001, mainly from the following
program adjustments. There is a net decrease of $20.4 million associated with one-time FY 2000 congressiond increases for various
technology assessments, Southwest Border States Initiatives, National Guard State Plans, Counterdrug Intelligence and Infrastructure, and
severd other minor program decreases ($-3.3 million). These decreases are partidly offset by additiond funding primarily for upgrades of
communications and Detection and Monitoring systems a the Caribbean Regiond Operations Center ($5.1 million), performance
enhancements for the Virginia and Texas Relocatable Over-the-Horizon Radars ($1.7 million), procurement and ingtalation of upgrades for
Petrol Coagtal craft ($3.0 million), Tethered Aerostat Radars ($5.0 million), and intelligence programs ($6.4 million).

Goal 5: Break Drug Sources of Supply

0

In FY 2001: $317.0 million is designated for CTA funding to continue to provide critica intelligence support, target cueing, initid detection
and monitoring, and other support to U.S. and host nation counterdrug law enforcement entities. For FY 2000 and FY 2001, emphasis
will be placed on the multiyear interagency effort to support Plan Colombia. With the $317.0 million requested for FY 2001, DoD will
provide $68.2 million for C4l in support of source nation law enforcement initiatives, $66.2 million for detection, monitoring, and interdiction
programs; $6.4 million for intelligence support and andlysis; $23.2 million for National Guard marijuana eradication efforts, $86.9 million for
operatiiona support to DLEAS to include Ground Based End Game Operaions in SOUTHCOM and the riverine interdiction initiative;
$19.2 million for SIGINT collection and processing to include support for the Airborne Reconnaissance-Low platform; and $6.1 million for
nontoperationa support. There is a net program decrease of $71.8 million in FY 2001. This results mainly from a decrease of
$42.8 million associated with one-time FY 2000 congressional increases for Counterdrug Intelligence and Infrastructure, Nationa Guard
State Plans, improvement and repair at Forward Operating Locations, and various technology assessments and a reduction of $46.4 million
associated with the FY 2000 Supplemental for Plan Colombia. These reductions are partidly offset by increases include in addition to
funding for upgrades of communications and systems at the Caribbean Regionad Operations Center ($5.2 million), increased support to
Ground Mobile Radars ($2.0 million), replenishment of UH-60 spares stocks drawdown to support Colombia ($8.0 million), and various
other programs ($2.2 million).
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($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Egtimate
440.4 +5.3 +12.4 458.1 +6.9 -6.6 458.4

The FY 2001 budget contains $458.4 million to dismantle and prevent the proliferation of nuclear, chemical, and other weapons of mass
destruction in Russia and Ukraine. The budget request which increases by $0.3 million above the FY 2000 funding level includes
$6.9 million for price growth and a net program decreases of $6.6 million ¢1.4 percent). The program decreases include a reduction in
requirements for submarine launched ballistic missile, strategic nuclear submarines, and spent naval fuel projects ($32.3 million); a reduction
in fissile material storage effort in Russia ($5.7 million); the completion of SS-24 silo and bomber elimination projects ($6.4 million); and, a
20 percent reduction in collaborative research and security enhancement requirements ($2.2 million). The remaining program decreases of
$2.1 million is primarily for reactor core conversion installation delays and minor facility modifications for fissile material processing and
packaging in Russia. Partially offsetting these decreases is additional funding for weapons storage security ($4.4 million); the rephasing of
the chemical weapons destruction facility construction in Shchuch’ye, Russia ($14.7 million), a growing defense and military contacts
program ($12.0 million), and technical assistance requirements that were funded in FY 2000 with unobligated prior year balances
($11.0 million).

The following table shows price and program changes from FY 1999 to FY 2001 for the mgjor programs:

($in Millions)
FY 1999 Price Program FY 2000 Price Prograr FY 2001
Actual Change Change Egimate Change Change Egimate

Strategic Offensive Arms Elimination - Russia 1424 +1.7 +38.2 182.3 +2.9 -32.3 152.8
Weapons Storage Security — Russia 41.7 +0.5 +41.8 84.0 +1.3 +4.4 89.7
Weapons Transportation Security — Russia 10.3 +0.1 +4.8 15.2 +0.2 -1.4 14.0
Fissile Material Storage Facility — Russia 60.9 +0.7 +0.5 62.1 +0.9 -5.7 57.4
Fissile Material Processing & Packaging - Russia 9.4 +0.1 -0.2 9.3 +0.1 -0.1 9.3
Elimination of Weapons Grade Plutonium - Russia 29.8 +0.4 +2.0 32.2 +0.5 -0.6 32.1
Strategic Nuclear Arms Elimination - Ukraine 47.5 +0.6 -13.1 35.0 +0.5 -6.4 29.1
BW Proliferation Prevention 2.0 - +12.0 14.0 +0.2 -2.2 12.0
Chemical Weapons Destruction — Russia 88.4 +1.1 -69.5 20.0 +0.3 +14.7 35.0
Defense and Military Contacts 0.0 - +2.0 2.0 - +12.0 14.0
Other Program Support _80 +01 61  _20 _-  #10  _130

Total 440.4 +5.3 +12.4 458.1 +6.9 -6.6 458.4
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The objectives for the Former Soviet Union (FSU) Threat Reduction program for FY 2001 are as follows:

Strategic Offensive/Nuclear Arms Elimination (SOAE/SNAE):
- Continues dismantling SLBM launchers, disposing of SSBNs and reactor components, disassembling and eliminating FSU
ICBM/SLBM/cruise missiles, and SS-18 silo launchers;
- Continues to accelerate START | mandated reductions;
- Supports the Presidential START Il and Helsinki Agreements in Russia;
- Continues assistance to Ukraine to dismantle START-accountabl e strategic bombers;
- Continues assisting Ukraine to eliminate all START-accountable SS-24 missiles and silo launchers.

Nuclear Weapons Chain of Custody - Russia:
- Enhances the security, control, and accounting of nuclear weapons in transit and storage;
- Downloads nuclear warheads from Russian delivery systems and transports warheads to safe, secure storage and dismantlement
facilities,
- Accelerates dismantlement of strategic and non-strategic nuclear warheads and prepares the resulting fissile materials for long-term,

safe, and secure storage in the Fissile Materia Storage Facility;
- Designs, constructs, and certifies for operation facilities for safe, secure, and ecologically sound storage of fissile material from 12,500
dismantled nuclear weapons.

Biological Weapons (BW) Proliferation Prevention - FSU:
- Dismantles former BW production facilities,
- Reduces the potential for proliferation of dangerous biological pathogens by securing pathogen banks,
- Supports DoD force protection collaborative research with Russian scientists.

Chemical Weapons (CW) Destruction - Russia:
- Supports the President's commitment at the Helsinki Summit to design, construct, and certify for operations a pilot facility for the safe,
secure, and ecologically sound destruction of the Russian inventory of weaponized nerve agents;
- Dismantles former CW production facilities.

Elimination of Weapons Grade Plutonium - Russia: Ceases production of weapons-grade plutonium at the three remaining production
reactors in Russiato include design and installation of a new fuel configuration system and improved operational reactor safety features.

Other Program Support - FSU:
- Supports congressionally mandated Audit and Examination (A& E) program to ensure CTR assistance is used for the intended purpose,

- Provides nongovernment technical assistance to DoD,
- Supports defense and military contacts between DoD and FSU military.
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OVERSEAS CONTINGENCY OPERATIONS TRANSFER FUND

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Egimate Growth Growth Egimate
(5,661.6)* +67.9 -1,421.1 4,308.4** +89.7 -297.5 4,100.6

*

Provided for comparison purposes. This amount was transferred to and obligated in the Service/Agency appropriations.

**  Amounts appropriated to the OCOTF in FY 2000 were $1,713.7 million for Bosnia and Southwest Asia. In addition, $544.3 million is available from amounts appropriated in
FY 1999. The Kosovo/East Timor Supplemental request totals $2,050.4 million.

Note: The FY 2000 funding excludes funds appropriated to Services Military Personnel appropriations for the cost of contingency operations in Bosnia and Southwest Asia
(FY 2000, $396.2 million); the FY 2001 funding excludes funds budgeted in other appropriations for the cost of contingency operations in Bosnia and Kosovo (FY 2001,
$83.4 million).

The Overseas Contingency Operations Transfer Fund (OCOTF) was established by the FY 1997 DoD Appropriations Act to meet operationa
requirements in support of contingency operations without disrupting gpproved program execution or force readiness. The OCOTF was
established as a“no year” transfer account in order to provide additiond flexibility to meet operationd requirements by transferring the funding
to the Military Components based on actual execution experience as events unfold during the year of execution. The budget request for
OCOTF supports the FY 2001 requirements of the respective Services and Agencies for operations in Southwest Asa (SWA), Bosnia,
Kosovo, and East Timor. The FY 2001 request includes both the Operation and Maintenance and Military Personnd appropriations
requirements in the OCOTF in order to provide the Department with the flexibility to adjust to dynamic changes in operationd requirements as
events unfold during the year of execution. In line with this gpproach, the FY 2000 Supplementd request for Kosovo and East Timor aso
identifies both the O&M and military personnel requirements in the OCOTF account.

Bosnia: The FY 2001 President’s budget includes $1,387.7 million to support a U.S. troop level of 4,600 in Bosnia, which is the projected
leve to be attained by April 2000. This troop levd is down from the 6,200 level that was attained by the end of FY 1999. This continued
reduction of the U.S. troop strength is based on a UN assessment of progress made in Bosnia
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Southwest Asia: The budget request aso includes $1,058.5 million in FY 2001 for continued levels of activity in SWA for forces deployed to
the area of responsbility (AOR) to counter potentid aggression by Irag, continue enforcement of the no-fly zones in Irag, and support the
maritime intercept force. The FY 2001 request assumes a steady-state force level based on the force structure in place at the end of FY 1999.
Kosovo: Funding reguirements for Kosovo in FY 2001 total $1,650.5 million, which indudes military personnd support. The overdl
objective is to return the displaced refugees to their homes with safety and security and to promote peace and stability in the region. Also
included in this budget request is an emergency non-offset supplemental appropriations requirement for FY 2000 Kosovo requirements totaling
$2,025.4 million to ensure the U.S. military forces have sufficient resources to sustain their current operating tempo through FY 2000.

East Timor: The DoD participation in the UN sanctioned misson in Eagt Timor has been primarily in the form of logidtics, planning,
intelligence, civil afars, communications support, and some intratheater transportation.  In addition, the Presdent provided DoD with
drawdown authority of $55 million under section 506 (8) (1) of the Foreign Assistance Act. Some of this drawdown authority has been used to
provide grategic lift on a nonreimbursable basis to other nations (Thailand, Philippines, Kenya, Jordan and Egypt) participating in INTERFET.
The President pledged this support to other nations as a U.S. contribution to the INTERFET. With the trangtion of security responghbilities
from INTERFET to a UN peacekeeping force (United Nations Trangtiond Adminigtration in East Timor (UNTAET)) underway, the President
has approved a series of smal-scae U.S. military personnd deployments and engagement activities in East Timor.  These deployments and
activities, consagting largely of rotationa presence operations, are designed to support East Timor's trangition to independence. The rotationa
presence operations will focus on humanitarian and civic assstance activities as well as ship vidts. A smdl U.S. Support Group East Timor
(USGET) will be deployed to East Timor to coordinate and facilitate these activities. The USGET will not be pat of the UNTAET
peacekeeping force nor will the rotational presence operations be performed as part of UNTAET. The U.S. personnd contributions to
UNTAET's peacekeeping force are limited to three military observers, which have been offered to the United Nations. This budget request
includes an emergency nonoffset supplemental appropriations request for FY 2000 totaling $25.0 million for East Timor to partidly cover the
costs of the operational support being provided in FY 2000. The current budget request for FY 2001 aso includes $3.9 million to continue this
operational support.
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OFFICE OF THE INSPECTOR GENERAL

($1n Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Growth Growth Estimate Growth Growth Estimate
131.8 +4.7 +0.1 136.6 +4.9 +6.0 147.5

The Office of Inspector General (OIG) audits and investigates the programs and operations of the Department of Defense.
Additionally, the OIG recommends policies and conducts activities to promote economy, efficiency, and effectiveness in DoD
programs and operations by preventing and detecting fraud, waste, and abuse. The OIG also informs DoD management and Congress
about the problems and deficiencies in programs and operations and progress of corrective action.

The budget includes $147.5 million for the OIG, an increase of $10.9 million over the FY 2000 level. This increase is composed of
$4.9 million for price growth and $6.0 million for program growth. The program increase finances additional support to the
Department’s financial statement audit requirements and audit and criminal investigative coverage of high risk areas ($+1.4 million),
information technology life cycle hardware and software replacement ($+3.4 million), and enhanced information protection through
implementation of public key infrastructure requirements ($+0.9 million), and the phased-implementation of an electronic workflow
initiative ($+1.0 million) - an initiative to improve the OIG’s productivity by automating the storage, flow, management, retrieval and
fina disposition of documents. The remaining program change is $0.7 million, composed primarily of the functiona transfer of 10
civilian full-time equivalents and $1.0 million to O&M, Defense-Wide (Washington Headquarters Services) to provide the OIG with
centralized personnel support.

OFFICE OF THE INSPECTOR GENERAL 75



OVERSEASHUMANITARIAN, DISASTER, AND CIVIC AID

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Change Change Egimate Change Change Egtimate
Humanitarian Assstance 88.5 +1.0 -59.6 29.9 +0.5 +9.0 394
Humanitarian Demining _16.0 +0.2 +9.4 25.6 +0.4 -0.5 25.5
Total 104.5 +1.2 -50.2 555 +0.9 +8.5 64.9

The Overseas Humanitarian, Disaster and Civic Aid (OHDACA) program includes two segments: the generd Humanitarian Assistance/Foreign
Dissster Relief Program, and the Humanitarian Demining Program. In broad terms, OHDACA programs support U.S. military forces in
mesting two key requirements specified in the Adminigtration’s National Security Sirategy. The firdt is to maintain a robust oversess presence
amed a shaping the internationa security environment in amanner that deters would-be aggressors, strengthens friends and alies, and promotes
peace and stability in regions of tenson. The second requirement is for U.S. forces to respond effectively when called upon to assst the victims
of storms, earthquakes, and other natural or manmade disagters.

The OHDACA programs meet these needs by providing the regiond Unified Commanders-in-Chief (CINC) with an unobtrusive, low cogt, but
highly efficacious means to carry out their peacetime engagement missons, while providing a vauable training benefit for U.S. troops.
Furthermore, OHDACA augments the CINCs' capabilities to respond rapidly and effectively to humanitarian crises. In providing relief to areas
of need, the U.S. military gains subgtantia training benefits and obtains access to regions important to U.S. interests. The OHDACA programs
enhance readiness across a number of operationa areas -- including command, control, communication and intelligence; avil afars, and
logistical support.

The programs conducted under OHDACA are coordinated with the Department of State and approved by the Office of the Secretary of
Defense to ensure U.S. Government (USG) unity of effort and compliance with nationa security and foreign policy interests. In the process of
carying out these ectivities, a smal amount of funding efficiently fosters multiple USG godls.

The funding changes between FY 1999 and FY 2000 are due to one-time congressond adds for Hurricane Mitch requirements in FY 1999.
The FY 2001 budget request increases by $9.4 million, which includes price growth of $0.9 million and red program growth of $8.5 million
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(15.1 percent). The humanitarian assistance program reflects a program increase of $9.0 million (29.6 percent) for additiond humanitarian
assistance and foreign disagter efforts. The following are some of the projects that will be funded with the $39.4 million of humanitarian
assstance (HA) funds requested in FY 2001. All of these projects sgnificantly augment the regiond engagement of US forces and are
consgtent with each CINCs Thester Engagement plan.

0 In the European Command, an increase in OHDACA funding will dlow CINCEUCOM to fund 34 smal HA excess property shipments
from Europe and provide 43 rudimentary congtruction and renovation projects in clinics, hospitals, orphanages, and classrooms throughout
46 of the countries in Africa and the poorest nations in Europe.

[ In Centrd Command, funding increases support seven HA excess property shipments from CONUS and provide al rudimentary
congtruction and renovation projects in clinics, hospitds, orphanages, and classrooms throughout Jordan, Oman, Kenya, Turkmenistan,
Seychdles, and Djibouti.

[l In the Pacific Command, increased OHDACA funding will support 9 smdl humanitarian assstance excess property shipments within the
Pecific theater and provide 16 rudimentary congtruction and renovation projects in clinics, hospitds, orphanages, and classrooms in the
countries of Fiji, Tonga, Samoa, Laos, Bangladesh, Mongolia, Nepd, the Philippines, Mauritius, and the Marshdl 1dands.

U Inthe Southern Command, the CINC plansto transport 16 humanitarian assistance excess property shipments from CONUS and complete
4 rudimentary condruction projects to include dinicsin Haiti, a hospital in Panama, an orphanage in Bolivia, and classsooms in Paraguay.

The Humanitarian Demining program reflects a net program reduction of $0.5 million (1.9 percent) primarily due to areduced level of contract
support.
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AlR OPERATIONS

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Change Change Egimate Change Change Estimate
Army 827.7 +12.6 +113.5 953.8 +12.3 -110.4 855.7
Army Reserve 28.4 +0.7 +18.4 47.5 -1.2 -5.3 41.0
Army National Guard 304.0 -6.0 +38.5 336.5 +5.8 -98.5 243.8
Navy 4,528.6 -190.4 -32.5 4,305.7 +630.0 -255.4 4,680.3
Navy Reserve 453.5 -29.8 -14.6 400.1 +67.5 +1.7 478.3
Air Force 11,678.1 -109.3 -1,046.4 10,522.4 +897.8 -43.8 11,376.4
Air Force Reserve 1,682.2 +8.0 -54 1,684.8 +166.8 -51.4 1,800.3
Air National Guard 3,196.1 -3.8 +13.4 3,205.7 +287.1 -58.8 3,434.0
USSOCOM 429.6 +1.2 -12.9 4179 +32.5 -1.1 449.3
Defense Health Program 86.0 +2.6 _ 91 79.5 +3.3 -59.6 23.3
Total 23,214.2 -314.2 -937.1 21,962.9 +2,101.9 -682.6 23,382.4

The Air Operations activity supports the day-to-day operationd activities, organizationd, intermediate, and depot level maintenance; inditutional
training; unit training and operations, engineering and logistical support; and base support necessary to operate, maintain, and deploy aviation
forces in support of the nationa military strategy. The FY 2001 budget request of $23,382.4 million reflects a net increase of $1,419.3 million
above the FY 2000 estimate. This includes a price growth of $2,101.9 million and a net program reduction of $682.6 million (2.8 percent).
Funding for incrementa flying hours in support of contingency operations in FY 2000 and FY 2001 is included in the Overseas Contingency
Operations Transfer Fund (OCOTF,).

ARMY

The Army’s Land Forces Air Operations funds the combat mgjor commands (MACOMS), as well as severd other agencies and commands.
Within the combat MACOMS, rotary wing aircraft are resourced at an average OPTEMPO of 14.5 hours per crew per month.  Also included
are the flying hours associated with the counter-drug program, Combat Aviation Training Brigede at Fort Hood (the Army’s collective trainer
for the AH-64D Apache Longbow and OH-58D Kiowa Warrior Programs), Combat Training Center support (Nationa Training Center, Joint
Readiness Training Center, and 7th Army Training Center), and severd other smdler units. The Land Forces Air Operations program also
funds hours for fixed wing arcraft in inteligence, command, and theater aviation units. The Army’s Flight Training program supportsthe Army’s
flight training program a Fort Rucker, aswell asflight training programs at the Intelligence School a Fort Huachuca, the Infantry School at Fort
Benning, and the Fort Eudtis Trangportation Training Center. 1t dso funds hours for the remaining nonHraining flegt in the Training and Doctrine
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Command and flying hours a the United States Military Academy. The Servicewide Support program funds flying hours for a smal
international program at Supreme Headquarters, Allied Powers Europe (SHAPE), and Headquarters Land, Southeast and (HSLE). In
addition, it supports the Army Materidl Command's (AMC) Corpus Chrigti Army Depot and Aviation, and the Army Missle Command's
(AMCOM) Navy Test Pilot School.

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Funding Summary Actual Change Change Esimate Change Change Esimate
Land Forces Air Operations 567.4 +5.0 +137.2 709.6 +4.4 -123.3 590.7
Depot Maintenance 160.0 +6.5 -36.4 130.1 +5.1 +4.2 139.4
Flight Training 97.4 +1.1 +13.0 1115 +2.7 +9.3 1235
Servicewide Support _29 - -0.3 _26 +0.1 _-06 _21
Total 827.7 +12.6 +113.5 953.8 +12.3 -1104 855.7
FY 1999 FY 2000 FY 2001
Program Data Actual Change Egimate Change Egimate
Primary Authorized Aircraft (PAA) 2,472 -10 2,462 +46 2,508
Total Aircraft Inventory 3,140 -35 3,105 +4 3,109
Flying Hour s (000) 563.8 +126.2 690.0 +17.0 707.0

Land Force Air Operations: The FY 2001 flying hour program supports an average OPTEMPO of 14.5 hours per crew per month. The
program decrease of $123.3 millionin FY 2001 is primarily atributed to the implementation of the logistics policy changes. The primary change
isthe Nationa Maintenance Management Program, which changes the supply inventory ownership from the ingtalation leve to the nationd level.
Under this program, inventory will be managed nationally and reguirements will be established basad on the nationa need by a centrd provider
-- the Army Materiel Command (AMC). As part of this concept, the Army will implement a modified credit return policy. Currently, the credit
policy is based on the asset availability position and fluctuates during the execution year. The revised policy cdls for basing credit rates on need
a the wholesde leve, and credits will be issued at the nationad stock number level with no credit adjustments during the execution year. This
change will enable the Army to maintain stable and predictable credits given by the wholesde supply system upon turnkin of the reparable items.
The financid result of these changes is to increase the expected credit provided to units for return, reducing the need for direct funding. In
addition, the program reduction in FY 2001 also includes cost decreases associated with demand changes in reparable and consumable parts
and supplies by Army aviaion units.
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Depot Maintenance: The FY 2001 program includes $4.2 million to fund additional overhaul and repairs on the CH-47D Helicopters and
depot level repairs to the AH-64 Helicopter (quantity of 2) and UH-1 Helicopter (quantity of 20) programsin FY 2001.

Flight Training: The FY 2001 program increases by $9.3 million to provide additiondl advanced arcraft qudification training, combat skill
training, and night vison training for the pilots who completed the Initid Entry Rotary Wing (IERW) Course before the pilots are assigned to an
aviation unit. This increase will support a 200 training seet increase in IERW, which includes AH-64A/D Apache, UH-60 Blackhawk,
OH-58D Kiowa, and CH-47D Chinook.

Service-Wide Support: The FY 2001 program decrease of $0.6 million reflects the effects of changes in logidtics policies in FY 2001 and
the anticipated accompanying reduction in demand of reparable and consumable spare parts by Army aviation units.

ARMY RESERVE

The Army Reserve's Training Operations fund aviation training and operationd requirements.  The program includes fud, consumable repar
parts, and depot level repair parts to maintain the fleet. The program supports both unit training and operations. The Army Reserve's fixed
wing and rotary wing units support the requirements of the warfighting combatant CINCs. The Reserve fixed wing aircraft are an integra part of
the military operationad misson support airlift sysem.

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Funding Summary Actual Change Change Egimate Change Change Egimate
Training Operations 28.4 +0.7 +18.4 47.5 -1.2 -5.3 41.0
FY 1999 FY 2000 FY 2001

Program Data Actual Change Egimate Change Estimate
Primary Authorized Aircraft (PAA) 128 +24 152 - 152
Total Aircraft Inventory (TAI) 133 -1 132 +3 135
Flying Hour s (000) 29.2 +17.2 46.4 -2.2 44.2
OPTEMPO (HrgCrew/Month)

Rotary Wing 8.3 +1.2 9.5 -0.5 9.0

Fixed Wing 52.8 +1.8 54.6 -0.8 53.8
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The FY 2001 budget request reflects a price decrease of $1.2 million and a program reduction of $5.3 million. The program decresse is
primarily attributed to reductions in the collective training requirements and flying hours for staff aviators and for test pilots a Aviation
Intermediate Maintenance facilities.

ARMY NATIONAL GUARD

The Army Nationd Guard's Training Operations program provides for training aircrew members, aviation units, and supported combined arms
teams to achieve and sustain designated combat readiness. Resources support the utilization, maintenance, and overhaul of aviation assets and
related support equipment to sustain unit cgpabilities. These funds are required to maintain and train units for immediate mobilization and to
provide administrative support.

($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Funding Summary Actual Change Change Egimate Change Change Egimate
Training Operations 304.0 -6.0 +38.5 336.5 +5.8 -98.5 243.8
FY 1999 FY 2000 FY 2001
Program Data Actual Change Estimate Change Egtimate
Primary Authorized Aircraft (PAA) 2,071 +6 2,077 - 2,077
Total Aircraft Inventory 2,380 -186 2,194 -11 2,183
Flying Hour s (000) 268.0 +95.0 363.0 +6.0 369.0
OPTEMPO (HoursCrew/Month)
Rotary 1.3 - 1.3 - 1.3
Fixed Wing 2.3 - 2.3 +0.4 2.7

The FY 2001 program decease of $98.5 million primarily reflects the effects of changes in Army logidtics policies in FY 2001. The primary
change is the implementation of the Nationa Maintenance Management Program, which changes the supply inventory ownership from the
ingdlation levd to the nationd level. As part of this plan, the credit return policy will be changed from the current policy, which is based on
aset availability with credit rates fluctuating during the year, to a modified policy which will be based on a stable wholesde credit rate
throughout the year. The wholesde credit rate for aviation will be higher than the current rate and reduce the need for direct funds. The
program reduction in FY 2001 aso includes cost decreases associated with anticipated reduction in demand of reparable and consumable spare
parts by Army aviation units.
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NAVY

The Navy's Air Operations program funds the active Navy and Marine Corps operating tempo, intermediate, organizationad and depot level
maintenance, fleet training, engineering support, and logisticad support to operate, maintain, and deploy aviation forces in support of the nationa
military strategy. Navy Air Operationsis subdivided into the following categories.

($in Millions)
FY 1999 Price Program  FY 2000 Price Program  FY 2001
Funding Summary Actual Change Change Esimate Change Change Egimate
Flight Operations 2,457.9 -152.4 -51.0 2,254.5 +428.4 -46.6 2,636.3
Fleet Air Training 727.9 -26.8 +11.3 712.4 +106.5 -19.9 799.0
I nter mediate Maintenance 55.8 +1.9 -11 56.6 +1.8 +1.0 59.4
Air Operations and Safety Support 80.6 +1.8 +7.0 89.4 +2.4 +10.4 102.2
Depot Maintenance 818.6 - -21.0 797.6 +46.0 -194.9 648.7
Depot Operations Support 19.6 +0.6 +0.3 205 +1.7 -0.2 22.0
Combat Communications 50.0 -5.9 +0.8 44.9 +12.6 -3.7 53.8
Flight Training 300.9 -8.2 +23.9 316.6 +27.7 -1.7 342.6
External Relations 17.3 _-14 2.7 13.2 +2.9 +0.2 16.3
Total 4,528.6 -190.4 -32.5 4,305.7 +630.0 -255.4 4,680.3
FY 1999 FY 2000 FY 2001
Program Data Actual Change Egimate Change Egimate
Primary Authorized Aircraft (PAA) 2,509 -24 2,485 +19 2,504
Total Aircraft Inventory (TAI) 4,100 +15 4,115 -14 4,101
Total Flying Hour s (000) 1,233.1 +66.2 1,299.3 -11.9 1,287.4
Tactical Fighter Wings 10 - 10 - 10
HoursPer Crew Per Month 21.7 +0.6 22.3 +0.2 22.5
Primary Mission Readiness (PMR Per cent) 83% 2% 85% 0% 85%
(includes 2% simulator contribution)
Naval Aviation Installations
CONUS 1 -2 15 - 15
Overseas 9 -1 8 - 8

* TAI includes Navy and Marine Corps Reserve aircraft.
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The average Primary Authorized Aircraft (PAA) increases from FY 2000 to FY 2001 due to various force structure changes, including
increases in FA-18E/F and MV-22B. Hours per crew per month, Primary Misson Readiness (PMR), and flying hours maintain a level
necessary to retain aircrew readiness and safety.

Mission and Other Flight Operations: The FY 2001 budget request includes a price growth of $428.4 million primarily due to a Sgnificant
increase in fud prices and increases greater than standard inflation for maintenance and reparables. The program reduction of $46.6 million
includes an increase of $23.2 million in gart-up costs for a new EA-6B sguadron, offset by decreases of $28.3 million in lower costs due to
higher religbility of certain components and better trouble shooting capability, $13.5 million in reduced hours, $8.8 million n reduced spares
support, and $19.2 million in reduced travel and other support requirements.

Flegt Air Training: The FY 2001 budget reflects a price growth of $106.5 million primarily due to increased fue prices. The program
reduction of $19.9 millionincludes program increases of $5.8 million for civilian subdtitution and $9.3 million for various contract efforts, offset
by a program decrease of $35.0 million due to reduced requirements for spare parts and maintenance.

Navy I ntermediate Maintenance: The FY 2001 budget reflects a price growth of $1.8 million and a program incresse of $1.0 million. The
net increase will provide additiona engineering and technica support for tactica arcraft.

Air Operations and Safety Support: The FY 2001 budget reflects a price growth of $2.4 million and a program increase of $10.4 million.
The increase will provide additiona engineering and maintenance on air traffic control equipment, landing aids, and airfield management systems.
Thisincludes $4 million for support of the Nationa Air Space System Modernization program.

Aircraft Depot Maintenance: The FY 2001 budget reflects a price growth of $46.0 million and a program decrease of $194.9 million. The
program reduction is the result of a decrease in standard depot level maintenance actions, engine overhaulsrepairs, and other maintenance
actions. The program isfully funded to meet Navy readiness gods.

Aircraft Depot Operations: The FY 2001 budget reflects a price growth of $1.7 million and a net program reduction of $0.2 million. The
net reduction isaresult of adecreasein operating support activities a the Nava Aviation Pacific Repair Activity (NAPRA).

Combat Communications: The Combat Communications program funds the E6A/B TACAMO program. The FY 2001 budget reflects a
price growth of $12.6 million. The net program decrease of $3.7 million reflects reduced spares and maintenance requirements.

Flight Training: The FY 2001 budget reflects a price growth of $27.7 million and a program decrease of $1.7 million. Program changes are
associated with net savings resulting from the phase-out of the T-2C aircraft, offset by additional T-45 aircraft being added to the inventory.
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External Relations: Funding for externd relations remainsreatively stable in FY 2001, continuing to support 68 Blue Angels shows.

NAVY RESERVE

The Navad Air Reserve Force consds of 1 carrier air wing with atota of 8 squadrons, 1 long-range Anti-Submarine Warfare (ASW) patrol
wing with atota of 7 squadrons, 1 helicopter wing with 6 squadrons, and 1 air logistics wing with 14 squadrons. The Fourth Marine Corps Air
Wing (4" MAW) consists of 15 flying squadrons and supporting units, which are budgeted for and maintained by the Commander, Nava
Reserve Force. The Air Operations activity group provides funding for al aspects of Navy and Marine Corps Reserve air operations from
flying hours to specidized training, maintenance, and associated support. The following table provides the funding for the programs supporting
the Reserve Air Operations.

($in Millions)

FY 1999 Price Program FY 2000 Price Program FY 2001

Funding Summary Actual Change Change Egimate Change Change Egimate
Mission/Flight Operations 313.9 -30.7 +3.1 286.3 +63.5 +6.0 355.8
Fleet Air Training (FAT) 0.5 - -0.5 - - - -
I ntermediate M aintenance 16.9 +0.3 -0.1 17.1 +0.4 -0.1 174
Air Operationsand Safety Support 29 +0.1 +0.8 3.8 +0.1 -0.5 34
Depot Maintenance 118.9 +0.5 -17.8 101.6 +3.5 -3.7 1014
Depot Operations Support 04 _ —0.1 03 —_ — 03
Total 453.5 -29.8 -14.6 409.1 +67.5 +1.7 478.3
FY 1999 FY 2000 FY 2001
Program Data Actual Change Egimate Change Egimate
Primary Authorized Aircraft (Average PAA) 435 -17 418 -10 408
Total Flying Hour s (000) 171.6 +2.1 173.7 -2.9 170.8
Tactical Fighter Wings 1 - 1 - 1
Hours Per Crew Per Month 11.0 - 11.0 - 11.0
Primary Mission Readiness (PMR Per cent) 86% +1 87% - 87%

(includes 2% simulator contribution)

*TAI shown under the active account includes Navy and Marine Corps Reserve aircraft.
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The FY 2001 budget request includes a price growth of $67.5 million primarily due to increased fud prices. The net program growth of
$1.7 million is primarily aitributed to a program increase in misson/flight operations as a result of changes in force mix and more codlly flying
hour requirements (e.g., increase in flying hours by 1,700 for the P-3C and 2,300 for the C-40A). These incresses are partidly offset by a
decrease in arcraft depot maintenance, principaly due to a change in the airframe mix and a reduction in engine rework requirements.

AIR FORCE

The Air Force Air Operations funding provides the predominant resources supporting combat forces. These activities provide for the
operationd flying requirements of bomber, fighter, mobility, and training forces stationed in the United States as well as oversess. Also included
are resources supporting: land based intercontinental balistic missles; ar launched strategic and tactical missles; dectronic warfare and defense
suppression missions, combat command, control, and communications; combat aircrew training; and associated combat related base support.

Financing provides for the operaing tempo, organizationa and depot leve maintenance, training, engineering support, logistical support, and
base support to operate, maintain, and deploy aviation forces in support of the national military Srategy. The Air Operations activity for the Air
Force are subdivided into the following categories:

($in Millions)

FY 1999 Price Program  FY 2000 Price Program  FY 2001

Funding Summary Actual Change Change  Edimate Change Change  Edimate
Air Operations 7,566.4 5.0 -562.9 7,008.5 +549.2 -225.3 7,332.4
Primary Combat Forces 2,463.9 -49.0 -137.2 2,271.7 +298.4 -212.4 2,363.7
Primary Combat Weapons 230.0 +3.2 +76.2 309.4 +7.5 -10.5 306.4
Combat Enhancement Forces 216.9 +2.4 -22.6 196.7 +5.2 +3.2 205.1
Air Operations Training 718.2 -10.4 +22.6 730.4 +79.8 -35.9 774.3
Combat Communications 1,165.1 -2.0 -134.5 1,028.6 +71.9 -6.6 1,093.9
Real Property Maintenance 745.7 +14.3 -42.8 717.2 +21.9 +0.7 739.8
Base Support 2,026.6 +46.5 -324.6 1,748.5 +64.5 +36.2 1,849.2

Mobility Operations- Airlift

Operations 1,976.1 -38.0 -617.2 1,320.9 +181.4 +150.8 1,653.1
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Training Operations- Flight Training

Other Operations- Rescue &
Recovery

DPEM (Air Force-wide)

Total

Program Data
Primary Aircraft Authorized (PAA)

Bomber
Fighter/Attack
Trainer
Mobility
Other

Total

Total Aircraft Inventory (TAI)
Bomber
Fighter/Attack
Trainer
Mobility
Other
Total

Flying Hour s (000)
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($in Millions)

FY 1999 Price Program  FY 2000 Price Program  FY 2001
Actual Change Change Egimate Change Change Estimate
466.2 -15.4 +120.8 +56.8 -10.1 618.3

56.5 +0.7 21 +4.3 -0.3 50.1

1,612.9 -61.6 +15.0 +106.1 +41.1 1,7135
11,678.1 -109.3 -1,046.4 10,522.4 +897.8 -43.8 11,376.4
FY 1999 FY 2000 FY 2001
Actual Change Egtimate Change Egimate
115 +10 125 +5 130
1,432 -13 1,419 -30 1,389
998 +70 1,068 +34 1,102
597 -2 595 +10 605
223 -29 194 _+3 197
3,365 +36 3,401 +22 3,423
175 +2 177 -16 161
1,611 -1 1,610 -45 1,565
1,379 -41 1,338 +17 1,355
653 -5 648 +8 656
207 +25 232 -12 220
4,025 -20 4,005 -48 3,957
1,283.7 +9.1 1,292.8 +0.2 1,293.0
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FY 1999 FY 2000 FY 2001
Program Data Actual Change Estimate Change Egtimate
Fighter Wing Equivalents 13 - 13 - 13
Crew Ratios (Average)
Bombers
B-52 1.40 - 1.40 - 1.40
B-2 131 - 131 - 131
B-1 1.31 - 1.31 - 131
Fighters 1.25 - 1.25 - 1.25
OPTEMPO (HrgCrew/Month)
Bombers 198 -4.0 15.8 -1.0 14.8
Fighters 16.0 +1.2 17.2 -0.1 17.1
Airlift 239 +0.1 24.0 -1.3 22.7
Tanker 27.1 -10.0 17.1 +1.6 18.7
Primary Mission Capable Rates (%)
Bombers 65.3 +1.9 67.2 -2.5 64.7
Fighters 739 +1.1 75.0 +0.3 75.3
Airlift 70.5 +0.6 711 +0.7 71.8
Tanker 80.7 -19 78.8 +1.1 79.9
ICBM Inventory
Minuteman |11 500 - 500 - 500
Peacekeeper 50 - 50 - 50
Total 550 - 550 - 550

Primary Combat Forces. The FY 2001 budget request includes a price growth of $298.4 million and a program decrease of $212.4 million.
The program decrease reflects a functiond transfer of 18 A-10s to Combat Communications for the OA-10 mission ($15.9 million) and a
reduction in the cost of the Flying Hour Program ($-186.4 million). The Air Force reduced the estimate of the flying hour costs to reflect
anticipated reductions in requirements for depot level reparables and genera supplies ($-112.9 million). The FY 2001 flying hour program
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decreases from 348,178 hours in FY 2000 to 334,229 hoursin FY 2001. This decrease of 13,949 hours ($-73.5 milliory -4 percent) results
primarily from areduction in 16 aircraft from 519 to 481 (-38 aircraft, - 7 percent) and from areduction in the duration of sorties flown by the
B-1B bombers based on revised training requirements.

Primary Combat Weapons: The FY 2001 funding level decreases by $3.0 million from FY 2000. This includes a price growth of
$7.5 million and a program decrease of $10.5 million. The program decrease is primarily due to a deferrd of missle maintenance in both
Minuteman and Peacekeeper squadrons to fund Computer Network Defense ($-10.7 million).

Combat Enhancement Forces: The FY 2001 funding increases by $8.4 million above the FY 2000 level. Changes include a price growth of
$5.2 million and a program increase of $3.2 million. The program growth is primarily due to funding for initid sustainment for the Joint Service
Electronic Combat System Tester ($2.2 million) and the CV-22 ($1.7 million).

Air_ Operations Training: The FY 2001 budget request includes a price growth of $79.8 million and a program decrease of $35.9 million.
The program reduction is primarily due to adjusments to cost per flying hour factors and flying hours for arcraft in the Combat Air Forces
Training program and atransfer of Combat Search and Rescue Training from the Rescue and Recovery Services subactivity group.

Combat Communications: The FY 2001 budget request includes a price growth of $71.9 million and a program decrease of $6.6 million.
The program decreese is primarily attributed to the addition of two E8C aircraft ($28.9 million), offset by a reduction of 1,000 flying hours in
the RC-135 program ($-34.2 million).

Real Property Maintenance: The FY 2001 budget request includes a price growth of $21.9 million and a program growth of $0.7 million.
The program increase is primarily the result of the transfer of funding from the Military Personndl, Air Force appropriation for positions to be
Studied for competition and privatization studies/conversons ($7.4 million). This increase is offset by fewer civilian separaions ($-3.7 million)
and savings from prior competition and privatization efforts ($-2.9 million).

Base Support: The FY 2001 budget request includes a price growth of $64.5 million and a program growth of $36.2 million. The program
increases are primarily the result of the transfer of funding from the Military Personnd, Air Force appropriation for postions to be studied for
competition and privatization studies and conversons ($106.8 million). This increase is offsat by the eiminaion of one-time equipment/supply
purchases and the savings associated with the closure of Howard Air Force Base ($-39.0 million); the functiond trandfer of funding for
rembursable DFAS customer payments to the Servicewide Base Support subactivity group to more properly adign funding with execution
($-15.0 million); fewer civilian separations ($-10.0 million); and savings from prior competition and privatization efforts ($-8.8 million).

Airlift Operations: The FY 2001 budget request includes a price growth of $181.4 million and a program increase of $150.8 million. The
program increase includes net functiond trandfers totding $56.2 million. Transfers-in include the trandfer of aeromedicd evacuation
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responsibility from the Defense Hedlth Program ($64.3 million) and the transfer of funding from the Military Personnel, Air Force gppropriation
for pogtions to be studied for competition and privatization studies and conversons ($10.8 million). Trandfers-out include the transfer of
$28.2 million for combat search and rescue training from Airlift Operations to Air Operations Training in Budget Activity 1. Miscellaneous
functiond transfers total $9.3 million. Program increases totd $94.6 million. Proficiency training has a net increase of $22.5 million due to
increased production of C-17 aircrews (169 crews with a crew ratio of three crewmembers) offset by a decreased production of C-141 crews
(46 crewswith acrew ratio of 1.8 crewmembers). Increases of $54.7 million for contractor logistics support reflect additiona support required
to meet Federd Aviation Adminigration ar-worthiness directives for Operational Support Aircraft ($27.3 million) and for KC-10 aircraft
($17.4 million). Miscellaneous program changes total $27.4 million.

Flight Training: The FY 2001 budget request includes a price growth of $56.8 million and a program decrease of $10.1 million. The
program reduction is primarily attributed to a one-time congressiond increase for flying hour spares in FY 2000 ($-56.4 million), offset by cost
growth covering increased pilot production ($43.4 million).

Rescue and Recovery Services. The FY 2001 budget request includes a price growth of $4.3 million and a program reduction of
$0.3 million. The program decrease primarily results from a transfer of Combat Search and Rescue Training to the Air Operdtions Training
subactivity group ($-5.9 million). This decrease is offset by an increase in the Training and Combat Ranges program for tech orders and range
operations ($5.6 million).

Depot Maintenance: The FY 2001 budget request includes a price growth of $106.1 million and a program growth of $41.1 million. The
program increases are primarily the result of 20 additiond F-16 engine overhauls ($26.1 million), 12 additiond B-1 engine overhauls
($23.0 million), 10 additiond C-130 engine overhauls ($6.8 million), and 4 additiona A-10 engine overhauls ($2.1 million). This increese is
primarily offset by 9 fewer C-130 inductions for Programmed Depot Maintenance ($-7.6 million).

AlIR FORCE RESERVE

The Air Force Reserve Air Operations provide the resources to maintain and train units for immediate mobilization and to provide administretive
support for the Air Reserve Personnel Center. The FY 2001 request provides for the operation and training of 60 flying units, 275 misson
support units, 13 Air Force Resarve flying inddlations, and the flying and misson training of 74,300 Sdlected Reserve personnd.  Activities
supported include arcraft operations, base and depot level arcraft maintenance, facility maintenance, medicd treatment, civilian pay, trave,
trangportation, maintenance of other equipment, and base operating support.
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Aircraft Operations

Mission Support Ops

Base Support

Depot Maintenance

Real Property Maintenance
Total

Program Data
Primary Aircraft Authorized (PAA)

Total Aircraft Inventory (TAI)
Flying Hour s (000)
Tactical Fighter Wing Equivalents

Crew Ratios (Average)
Bombers
Fighters

OPTEMPO (Hr<g/Crew/Month)
Bombers
Fighters
Tankers
Strategic Airlift
Tactical Airlift
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($in Millions)
FY 1999 Price Program FY 2000 Price Program FY 2001
Actual Change Change Egimate Change Change Egtimate
1,000.1 -0.8 +62.7 1,062.0 +125.0 +13.0 1,200
58.0 +2.2 -14.2 46.0 +1.8 +1.5 49.3
249.7 +8.1 -11.9 245.9 +7.8 -29.6 224.1
285.7 -34 -12.0 270.3 +30.1 -19.2 281.2
88.7 +1.9 -30.0 60.6 +2.1 -17.0 457
1,682.2 +8.0 -54 1,684.8 +166.8 -51.4 +1,800.3
FY 1999 FY 2000 FY 2001
Actual Change Esimate Change Egimate
393 +1 394 - 394
445 +11 456 -6 450
122.4 +16.3 138.7 -1.8 136.9
1.0 - 1.0 - 1.0
1.31 - 131 - 1.31
1.25 - 1.25 - 1.25
16.8 +0.3 171 - 17.1
111 -0.1 11.0 - 11.0
14.4 -0.6 13.8 - 13.8
6.1 +2.3 84 - 84
10.6 +15 12.1 -1.2 10.9
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Air Operations: The FY 2001 budget request includes a price growth of $125.0 million and a program growth of $13.0 million. The program
growth is primarily attributed to the increase in second degtination transportation codts, the increase in 16 flying hours for training, and the
implementation of C-130 schoolhouse at Dobbins, Air Force Reserve Base.

Mission/Flight Operations: The FY 2001 budget request includes a price growth of $1.8 million and a program growth of $1.5 million. The
program increase is primarily the result of civilian personnd redignment to meet mission requirements.

Depot Maintenance: The FY 2001 budget request includes a price growth of $30.1 million and a program decrease of $19.2 million. The
program decrease primarily reflects less engine maintenance scheduled for C-141 and C-130 aircraft.

Base Support: The FY 2001 budget request includes a price growth of $7.8 million and a program decrease of $29.6 million. The program
decrease is primarily the result of a redignment of civilian personnel to meet misson requirements and a one-time congressond increase in
FY 2000 for base support.

Real Property Maintenance: The FY 2001 budget request includes a price growth of $2.1 million and a program reduction of $17.0 million.
The program decrease is primarily attributed to a one-time congressond increase for read propety maintenance and reduced facility
maintenance by contract.

AIR NATIONAL GUARD

The Nationd Guard Air Operations provide for the flying and maintenance of Air Nationd Guard misson related aircraft. These funds dso
provide for the facilities, equipment, and manpower required to train, equip, and support the Air National Guard force structure at a combat
readiness level that endbles it to immediately assmilate into the active Air Force and to be cgpable of conducting independent operations in
accordance with unit taskings.

($in Millions)

FY 1999 Price Program FY 2000 Price Program FY 2001

Funding Summary Actual Change Change Estimate Change Change Egimate
Aircraft Operations 1,955.6 -55 +35.2 1,985.3 +229.8 +1.4 2,216.5
Mission Support Ops 435.9 +15.4 -89.9 361.4 +14.2 -6.8 368.8
Depot Maintenance 409.1 -20.4 +53.2 441.9 +35.6 -24.6 452.9
Base Support 300.6 +5.6 +3.7 309.9 +5.9 -24.4 291.4
Real Property Maintenance 94.9 +1.1 +11.2 107.2 +1.6 44 104.4
Total 3,196.1 -3.8 +13.4 3,205.7 +287.1 -58.8 3,434.0
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FY 1999 FY 2000 FY 2001
Program Data Actual Change Egimate Change Egimate
Primary Aircraft Authorized (PAA) 1,170 +1 1,171 +9 1,180
Total Aircraft Inventory (TAI) 1,340 -28 1,312 +21 1,333
Flying Hour s (000) 314 +23 337 -1 336
Tactical Fighter Wing Equivalents 6.2 +0.4 6.6 - 6.6
Crew Ratios (Average)
Bombers 1.50 - 1.50 - 1.50
Fighters 1.25 - 1.25 - 1.25
Training 1.22 - 1.22 - 1.22
Tankers 1.27 - 1.27 - 1.27
Strategic Airlift 2.00 - 2.00 - 2.00
Tactical Airlift 1.75 - 1.75 - 1.75
Air Defense 1.25 - 1.25 - 1.25
OPTEMPO (HrgCrew/Month)
Bombers 19.6 +0.1 19.7 - 19.7
Fighters 11.6 - 11.6 - 11.6
Training 11.6 - 11.6 - 11.6
Tankers 13.6 - 13.6 - 13.6
Strategic Airlift 11.8 - 11.8 - 11.8
Tactical Airlift 16.5 - 16.5 - 16.5
Air Defense 10.9 -0.2 10.7 - 10.7

Aircraft Operations: The FY 2001 budget request includes a price growth of $229.8 million and a program increase of $1.4 million. The
program increases primarily due to the acceleration of F16 engine safety upgrades caused by the increased number of engine related Class A
mishaps ($32.1 million) and the increase in flying hours cost based on current consumption data ($24.1 million). These increases are primarily
offset by reductions in spare parts requirements for the 15 fighters, KC-135 tankers, B-1 bombers, and A-10 aircraft associated with the
trangition from three leve to two level maintenance, less engine parts replacements, and less defensive systems upgrades ($26.9 million); the
annudization of converting two 16 air defense units to 16 genera purpose forces squadrons during FY 2000 ($16.8 million); decreased
flying hours and maintenance manpower as the G5 unit begins training on a flight smulator ($5.5 million); and the loss of find 2 C-22B
operational support aircraft ($4.4 million).
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Mission Support Operations: The FY 2001 budget request includes a price growth of $14.2 million and a program reduction of $6.8 million.
The program decrease is primarily attributed to the redlignment of combat communications and tactica ar control unit manpower to support
three air support operations squadrons and the space operations misson ($4.0 million); a one time congressond increase in FY 2000 for
Project Alert and the Nationadl Guard State Partnership Program ($3.2 million); and reduced civilian manpower and support funding for the Air
National Guard Readiness Center ($1.5 million). These decreases are primarily offset by an increase in nonflying depot level reparables to
maintain Milstar communications vans plus full-time manpower for space operations at two locations ($3.3 million).

Depot Maintenance: The FY 2001 budget request includes a price growth of $35.6 million and a program decrease of $24.6 million. The
program decrease is primarily attributed to the completion of the FALCON UP program on 16 aircraft and structura repairs to the tail and
floor of C-5 aircraft ($12.0 million) and a one-time congressiond increase in FY 2000 to reduce the backlog of aircraft/engine maintenance and
repair ($20 million). These reductions are primarily offset by increases in overhaul and repair caused by additiond F16C/D (F110) and B-1
engines reeching life cycle limits on components ($6.8 million) and additional G130 aircraft scheduled for programmed depot maintenance
($$4.1 million).

Base Support: The FY 2001 budget request includes a price growth of $5.9 million and a program decrease of $24.4 million. Major
reductions are caused by a one-time congressiond increase in FY 2000 for base operations support ($8.4 million); the transfer of base host
responsibility from the Air Nationd Guard to the active Air Force at Buckley Air Nationd Guard effective October 1, 2000 ($6.2 million);
fewer FY 2001 environmental projects ($2.9 million); and the savings associated with the privatization of the Precision Measurement Equipment
Laboratory (PMEL) and utility operations activities ($4.7 million).

Real Property Maintenance: The FY 2001 budget request includes a price growth of $1.6 million and a program decrease of $4.4 million.
The program reduction is primarily due to a one-time congressona increase in FY 2000 for real property maintenance ($10.0 million) and the
transfer of base host respongbility from the Air Nationd Guard to the active Air Force a Buckley Air Nationa Guard effective October 1,
2000 ($4.4 million). These reductions are primarily offset by increases due to the policy change to fund the red property maintenance a
1 percent of plant replacement value ($6.0 million) and to reduce the critica maintenance backlog ($4.0 million).

US SPECIAL OPERATIONS COMMAND

The Air Operations funding for the U.S. Specid Operations Command (USSOCOM) supports the manpower authorizations, Specid
Operations Forces (SOF) unique support equipment, flying hours, aircraft, necessary facilities, and the associated costs specificaly identified
and measurable to initia quaification and training of aircrews for SOF aviation operations and tactics.

AIR OPERATIONS 93



Funding Summary
USSOCOM - SOF Operations

Program Data
Primary Aircraft Authorized (PAA)

AFSOC
USASOC

Total Aircraft Inventory (TAI)
AFSOC
USASOC

Flying Hour s (000)
AFSOC
USASOC

Crew Ratio (Average)
AFSOC
USASOC

OPTEMPO
AFSOC
USASOC

Primary Mission Readiness (PMR) (%)

* Air Force